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Done Deal 
Frank Ching's account of Sino-British col- 
lusion in suppressing the development of 
representative government in Hong Kong 
during the transition to 1997 [The Betrayal 
of Hong Kong, EYE ON ASIA, May 19] is 
right on the mark. From 1986-92 (when 
Chris Patten replaced Lord Wilson as gov- 
ernor), the Hong Kong Government con- 
cealed this collusion 
from the people of the 
colony. Only in 1990, 
when. Beijing unveiled 
the final version of the 
Basic Law, did it become 
clear that Foreign Office 
negotiators had allowed 
Beijing to tailor the fu- 
ture construction of 
Hong Kong to suit itself 
— irrespective of any 
contrary views the peo- 
ple of Hong Kong might 
have had, much less 
Parliament's intentions 
when it endorsed the 
Joint Declaration. 

In October 1992, 
when Patten broke with 
the Percy Cradock 
school of appeasement and offered a pack- 
age of constitutional reforms for public de- 
bate, the Chinese were furious. They were 
furious because, in contrast to past prac- 
tice, Patten had declined to allow them to 
veto the proposal in private beforehand. 
They remain furious and have now broken 
off direct discussions with the Patten ad- 
ministration on the forthcoming elections. 

Chinese officials justify their step by ar- 
guing that Patten's proposals violate the 
Joint Declaration, the Basic Law and "other 
agreements and understandings." Of these 
"three violations," the first two are so 
trivial they can be ignored. But the “third 
violation" is quite another matter. Beijing 
is unable or unwilling to be specific about 
the understanding alleged to have been 
violated, while London — which rushed to 
make public the inconclusive Hurd-Qian 
correspondence to counter earlier charges 
of British perfidy — is clearly reluctant to 
do the same again. 

All this points to the existence of an ear- 
lier, secret Sino-British deal on political de- 
velopment in Hong Kong of such duplicity 
that neither party dare come clean about it. 
Frank Ching is dead right to say that Hong 
Kong just can’t win. With governments like 
these, who in Hong Kong can afford not to 
have an independent commission to safe- 
guard their human rights? 

JOHN WALDEN 
Hong Kong 
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Hong Kong: was there a deal? 


Dump Dumping 
With regard to your editorial on labour 
rights [Labouring Under Delusions, Apr. 
21], if the new World Trade Organisation 
arising out of Gatt is in fact armed with the 
kind of influence intended for it, it will in- 
deed be a welcome nail in the coffin of the 
dead but as yet unburied system of socio- 
economic relations based on nationalism. 
Lower wages paid 
poorer people in deve- 
loping countries will in 
all likelihood lead to the 
movement of 
ductive cap -yi 
regions. As uner - 
ment consequer ipt- 
creases in what re at 
present the richer and 
more developed areas, 
their workers may have 
to trade in the benefits 
and high remuneration 
they have hitherto en- 
joved if they are to re- 
tain their jobs. Clearly 
the issue with which we 
are now being con- 
fronted is not the conse- 
quences of some dubi- 
ous doctrine of "social. dumping" but an 
urgent need to resolve the sharpening con- 
tradictions between eorporate interests and 
those of ordinary people throughout the 
world. 


OHOS3/NY TWIN? NOH 
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NIRMALAN DHAS 
Colombo 
Sri Lanka 


Thaied Up 

Congratulations on your excellent cover 
story on the two Thailands [Two Thai- 
lands: Spreading the Wealth Beyond 
Bangkok, Apr. 14] in which vou high- 
lighted the growing socio-economic dispar- 
ity between Bangkok and the rural Isan, or 
Northeast. 

The problem of Isan, while largely 
symptomatic of low education and the lack 
of local job opportunities, is compounded 
by two interacting factors your article 
failed to mention. First, there is the im- 
mense problem of alcoholism among rice 
farmers in the Isan area. This becomes es- 
pecially evident in times of prolonged, sea- 
sonal unemployment, when there are few 
alternatives. Combined with the region's 
poverty, it leads families to think only of 
their short-term survival. Hence, as vou 
report, they often resort to tok khiew — a 
promise to sell their daughters into prosti- 
tution. 

Second, the patriarchal nature of rural 
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Thai society puts families, and especially 
daughters, under extreme pressure to re- 
mit funds back home. Daughters rs are like- 
wise pressured into various dubious serv- 
ice industries in the hopes of meeting and 
marrying foreigners. 

| write as an Australian who has been 
living and doing business in Thailand for 
many years, and has established a factory 
on the eastern seaboard based on the Isan 
link concept as promoted by the Chatichai 
regime. While based at Pattaya, I often saw 
Thai fathers, on new motorcycles, taking 
their daughters to work at bars and then 
returning home to drink the night away 
with their friends. 

My Thai wife comes from Nang Rawng, 
opposite the Bata Shoe Factory. While 
many neighbouring families took the per- 
ceived quick pot of gold offered by tok 
khiew, her father encouraged her towards 
a university. It is apparent to me that to 
address the Isan problem it is also vital to 
have a social re-education programme that 
targets the traditional heads of the house- 
hold: Thai fathers. 

! IAN QUIN 
| ^ Howard Springs 
Australia 


Rights On! 

Your May 12 editorial Strobe Lights Over 
China employs a popular method of con- 
fusing the facts with sentimental argu- 
ments which imply that tough political 
measures from one government only 
harms the citizens of another. In fact, 
America's linking of most-favoured-nation 
(MFN) status to human rights may be the 
only way to protect the Chinese people. 

A blithe description of China's manu- 
facturers, exporters and wheeler dealers as 
liberal or apolitical is accurate only in the 
sense that this group has been identified 
as a major exploiter of their own people. 
Feeding families and sharing opportunities 
with grandchildren in Greater China has 
never been their goal. The old men in 
Beijing know that MFN status, or the lack 
of it, is an economic bite full of sharp, po- 
litical teeth. President Clinton might pre- 
tend he is a golfer in Little Rock. Let us 
hope he does not take up dentistry in 
Washington. 

CHERIE SCHLOEMER 
Bangkok 


Correction 

Mark Bedingham is president of Jardine 
Wines & Spirits KK in Tokyo. He was 
misidentified in the May 5 issue of the 
REVIEW. 
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existing network can no longer meet 
growing demands, a new network with 
greater capacity and additional func- 
tions is required. Bosch Telecom Offent- 
liche Vermittlungstechnik has the capa- 
bilities of implementing projects of 
this kind as a main contractor. 

Our project management capabilities 
were demonstrated by the turnkey 
projects performed in the new German 
federal states. On the basis of the net- 
work development plan, we advise the 
customer on the choice of sites and 


equipment. After the detailed planning 


plement the plans on a turnkey basis. 
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systems via transmission systems to 
the subscriber line network and the 
higher-order network level. 

We transfer our network operating 
know-how by involving the customer's 
specialists in all stages of the project 
and supplementing this support by 
training courses. 

To process a complete project quickly 
and smoothly, the network operator 
only needs to speak to one contact 
partner. For more information on turn- 


key networks, contact Mr. Kayser. 
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EDITORIAL 


Building Bloc 





tiplied and spread to Asia, everything from Afta, Sapta 
and Apec to the PECC, PBEC and EAEC. Now Singapore 





irst there was Gatt: Then came the EC. Later they mul- | 


Prime Minister Goh Chok Tong has asked that America - 
open Nafta to Asian countries. What can all these acronyms - 
| of associations but a more general philosophy: open or 


| : mean to the average businessman? | 
Plenty. Until recently, whether a country sank or swam | 


depended largely on the policies it embraced at home. That — 


when trade groups are intended not so much to include but 
to exclude. 

-. Today Asia faces this threat on two broad fronts: the 
European Union (EU) and the North American Free Trade 
Agreement. The EU has made it quite clear that its goal is a 
Fortress Europe; bricks taken from lowering internal walls 


i will simply go to raising external ones. Although Asian im- 
|. ports are à chief target, it's not only Asians who find the 


-door shut in their faces. Already the newly liberated nations 
of Eastern Europe are finding their development stunted by 
their lack of access to critical West European markets. 

Nafta is trickier. Although it was by no means designed 
to mirror the EU, the potential is there — especially if Wash- 
ington's vision is confined to the geographical confines of 
the Americas. Our test for whether regional associations are 
protectionist or trade-expanding has always been whether 
they are open to new members, and Nafta is no exception. 
Because of the sheer size of the American market, which- 
ever way Washington chooses will probably determine 
whether the world goes in the direction of an open world 

trading system or a world divided into three gigantic (and 
protectionist) blocs. For this reason we have from the outset 
advocated that the U.S. demonstrate its commitment to a 
liberal trading system by opening up Nafta to East Asia and 
Eastern Europe. Indeed, this was part of the original Nafta 
vision of the Bush administration. 

Now Prime Minister Goh has added his voice in an in- 
terview with the Nihon Keizai Shimbun, the first prominent 
voice in Asia to ask for admission to Nafta. His call was 
echoed by Lee Kuan Yew, Singapore's senior minister, at 
the recent. Asia Society conference co-sponsored by Dow 


Jones. In response to a question previously addressed to | 
Anwar Ibrahim, Mr. Lee pointed out that the - 
_ strated that there are creative ways around the diplomatic 
and political obstacles. And contrary to the thunder out of | ` 
| Beijing, Mr. Lee has now proved that the world will not. |... 
| come to an end just because a Taiwanese leader dares to | 


Malaysia’s 
choice over Nafta was in essence a choice over the Pacific. 


“There are two ways the Pacific can move,” he said. “You | 


can have a Pacific in which both sides are together . .. which 
would be the greatest thing in history, or you can have one 


.] remains true, of course, but in an increasingly integrated : 
| world economy — and especially an Asian economy driven 
- | - by exports — most everyone has recognised that there is no | 
| way to go it alone. The alphabet-soup of economic group- | 
ings represents various attempts to come to some working at the door. Will this knock be answered? n 
arrangement to make interaction easier. The problem comes 


Aada a a a aA oh EA o A aaia FORESEES a aaan AA a AA ai ep Or A S ar a aai A iai a iste a a A aa a SEL a dieses a tony aK AA iai A ALA Ral dies Sate ER Aa EE AAA a tae Aa aE Moved tbe bat AE A a a tng B 


with a line down the middle which will diminish both | 
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Let's bring Nafta across the Pacific 


sides.” 


The kind of post-Cold War arrangement the world ulti- 
mately settles on will reflect not simply the formalistic issue. 


closed. And the choice made over Nafta will determine 
whether we have a world defined by opportunity and. 
brought closer by trade — or a world divided by jealous 


_ cartels, founded on fear and driven further apart by protec- 


tionism. America today finds itself uniquely poised to de- - 
termine this outcome, and Mr. Goh has now come knocking 


The Ex-Pariah 
Taiwan’s president travels abroad 
W hat do you do with a country that does everything 





it's supposed to do — opens up its markets, demo- 

cratises its politics and reaches out to its neigh- 
bours? Well, if that country happens to be Taiwan, you 
ignore it and hope it will go away. 

Just ask Lee Teng-hui. During his first official state trip 
abroad, the Taiwanese president found himself subjected to 
all manner of indignities from countries he might otherwise 
count as friends. Mr. Lee had hoped to stop off for a private 
visit in the U.S. and Japan on his way to C entral America 
and South Africa. But Japan gave him a flat “no,” and the 
U.S. State Department — which recently found no objec- 
tions to a visa for the Irish Republican Army's Gerry Adams 
— limited Mr. Lee's stay to a 90-minute refuelling stop in 
Hawaii, off the mainland. 

All this is in sharp contrast to Mr. Lee's reception in 
Thailand, Indonesia and the Philippines earlier this year on 
what were called "private" visits. In reality, they were offi- 
cial in all but name, and the willingness of these Southeast 
Asian nations to receive him in the face of Beijing's strong 
protests makes them even more significant than Mr. Lee's 
recent official receptions in Pretoria and Costa Rica. Surely 
the larger point here is that it serves no one's purposes, not 
Taiwan’s, not the region's and probably not even China's, to 
continue to keep a nation as economically significant as Tai- 
wan outside the normal ebb and flow of regional life. 

. Taiwan's insistence on its mandate over the mainland is 
not without its problems. But Southeast Asia has demon- 


make a trip abroad. a 
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One good start would be for the U.S. to drop the. | = 
_ words "North American" from Nafta and open it to anyone 
|! willing to play by its rules. 








"It was impossible. But if anyone could do it, 
On May 4th 1990, Erling Kagge WE could?’ through to the final assembly by our 


achieved the impossible. His Norwegian team craftsmen in Geneva. 

were the first ever to get to the North Pole with The movement is further protected by the 

no outside help. Twinlock winding crown. This ingenious device 
Then, on January 7th 1993, Kagge achieved | 


the impossible again. This time it was the South 


screws down onto the Oyster case, 


closing as securely as the hatch of 





Pole that he conquered. And this time, not only a submarine. 

was he unassisted; he was alone. Finally, every single Rolex undergoes a 
Faced with the prospect of having to haul further fifteen days and nights of testing at the 

everything he needed behind him on a sledge, Contrôle Officiel Suisse des Chronométres. 

only equipment which Kagge regarded as utterly It is an extraordinary process, but it helps 

essential could be included. explain why a Rolex is utterly invaluable in any 
Which is why Erling Kagge wore a Rolex environment, from the heights of Everest to the 


Explorer every step of the way. 


! depths of the Pacific. 






Part of what makes a Rolex Oyster so And why, after a journey of 1,310 


indispensable is the design of its rugged kilometres across Antarctica, a Rolex 
case, which is sculpted from a solid block of | Oyster had — yet again — achieved W 


metal using as much as sixty tons of pressure. the impossible. 





Such force is necessary because what is 
being produced is, itself, massively strong. It 


yg s NN has to be; inside every Oyster 


iA case beats a movement that has 








taken a year to make, from the first 


operation on the first tiny part 


Rolex Ovster Perpetual Explorer II in stainless steel with matching Oyster bracelet. 
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* Now I feel I’m at home. ” 


American businessman Greg Hadley, who 
moved to Hong Kong from Chicago one 
month ago, after robbers shot four people 
during a daytime jewellery heist in the 
colony's Central district. 





“ Some people divorced their 
spouses because they 
had become rich; others 
divorced because they 
had found a new partner 

who was. ” 
China's official China Daily, explaining 


how economic reforms have changed 
social attitudes. 





MOST-FAVOURED-NATION STATUS. 


és ; ' * We drink because we are the people whose 
Women seem to appreciate men who can | dreams don't come true. ” 


handle a Hoover. ” 
"e l Manila slum resident Nestor Umadhay, explaining why 
Minoru Takeuchi, editor of Checkmate, a Japanese he and his neighbours rank among highest beer 
fashion magazine for men, on how today's Japanese consumers in Asia. 
women prefer men who can do household chores | 
such as vacuuming. 


** Three Japanese governments have fallen 


“I don't spank him.” | because of attempts to reform the taxation 
Soeian anne: Guat —— ÀÁ ; | system... . |, myself, have already started 
ibetan lama Gyaltsen, on how he treats his three-and-a- eonun un tan 7! 
half-year-old son, whom Buddhists revere as the | preparing for my own demise. 
reincarnation of Kalu Rinpoche |. | Chinese Vice-Premier and economic tsar 


Zhu Rongji, noting that changing the 
country's tax system is the most 
unpopular and dangerous of all his 
economic reforms. 


* You will become more 
popular if you grow a beard 
like Abraham Lincoln's. " 


A Japanese elementary school student's 
advice to Tsutomu Hata, after the 
Japanese prime minister set up a fax line 
to solicit the public's advice. 


* Let's go back to the good 
old days, when we controlled 
everything. ” 


A foreign oil executive in China, summing 


"3 


up the reasoning behind Beijing's recent 





CAMBODIA'S LEADERSHIP SINCE 1953: PRINCE NORODOM SIHANOUK; LON NOL; POL retreat on economic reforms in his 
POT; HENG SAMRIN, AND PRINCE NORODOM RANARIDDH TOGETHER WITH HUN SEN industry. State-owned oil firms had been — 
(TOWERED OVER BY KING NORODOM SIHANOUK). The World (Cambodia) taking a beating. E 


Please share quotes you see: REVIEW, GPO Box 160, Hong Kong, or fax (852) 503 1530. 
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Cross-Purposes 


Japan's government ministries are 
notoriously pre-occupied with defending 
their turf, often denying each other crucial 
information in attempting to safeguard de- 
partmental interests. Now the ministries 
have extended their battle to the 17- 
member Asia-Pacific Economic Coopera- 
tion (Apec) forum. The powerful Ministry 
of International Trade and Industry has 
come up with an estimate that Apec needs 
to spend US$500 billion over the next 10 
years to develop energy resources. The 
equally influential Ministry of Finance, 
meanwhile, was represented at the recent 
Apec finance ministers meeting in Hawaii, 
where it was decided that Apec needs to 
invest US$] trillion over the next decade in 
infrastructure. 


Travel Trouble 


Taiwan's Premier Lien Chan wants to 
stop off in the U.S. on his way to and from 
Central America, where he will attend the 
presidential inauguration of Armando 
Calderon Sol of El Salvador and visit Gua- 
temala. Both countries have diplomatic ties 
with Taipei. But the U.S. State Department 
was unhappy with Lien for meeting former 
President Ronald Reagan during a one-day 





Lien: troublesome stopover plans. 


stopover in Los Angeles in January, and 
Taiwan's Ministry of Foreign Affairs has 
not yet heard from Washington on Lien's 
latest request. Some Foreign Ministry offi- 
cials speculate that since the premier's 
travel dates of May 30-June 7 straddle the 
period for a decision by President Bill Clin- 
ton on preferential trading privileges for 
China, Washington is more sensitive than 
usual about this trip. 


Major Minority Stake 


Hong Kong utility China Light & 
Power (CLP) is the leading foreign candi- 
date for a share of Guangdong's next nu- 
clear power station, which will be built at 
Lingao, five kilometres from Daya Bay. 
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Beijing overrode the provincial govern- 
ment's move to site the two-unit plant of 
900 megawatts each at Yangjiang, in west- 
ern Guangdong. The US$4 billion project 
will be majority owned by several Chinese 
Government entities, including the China 
National Nuclear Corp. But a sizable mi- 
nority stake is being reserved for a foreign 
partner, who will be expected to finance a 
major portion of the project. CLP is the 25% 
owner of Daya Bay and is also pursuing a 
major power project in Shandong. A CLP 
spokesman acknowledged that the com- 
pany has been approached by the Chinese 
about taking a share in the project, but de- 
clined to characterise the contacts as full- 
scale negotiations. 


Separatist Solidarity 


Rival Muslim separatist groups in the 
Philippines are attempting to paper over 
their differences, the REVIEW has learned. 
The Moro National Liberation Front (MNLF) 
and the splinter Moro Islamic Liberation 
Front (MILF), which broke away in 1976, 
have started unification talks. A meeting of 
nearly all MNLF and MILF field command- 
ers was held in early May somewhere in 
North Cotabato. MNLF chief Nur Misuari 
appealed to commanders of both groups 
for unity. 


Payday Mayday! 

Nearly 200,000 bureaucrats in Qinghai 
province have gone unpaid for at least a 
month. Cadre-level officials still get their 
pay cheques, but lower-level government 
employees at the provincial and county 
levels now have to content themselves with 
lous. Even the cadres’ salary has only been 
paid at the expense of drastic cuts in de- 
partments’ operating budgets. “Times have 
never been harder,” a provincial adminis- 
trator sighs. Disgruntled government 
workers are contemplating protests, but so 
far Xining, the provincial capital, has 
stayed quiet. 


Call for Arms 


The Cambodian Government has sent 
an official wish-list of military hardware to 
France. The French Government is now 
considering the list, which includes heli- 
copter gunships and tanks as well as small 
arms and ammunition. France is the first 
country to be given such a list by Phnom 
Penh, whose coalition government leaders 
have said they would like military assist- 
ance from France, the U.S. and Australia to 
combat intensifying attacks by the Khmer 
Rouge in western Cambodia. 
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For communications solutions i 


Throughout Asia, we are helping to provide 


advanced communications systems solutions. 
This involves digital switching, Intelligent 
Networks, PBX, mobile communications, micro- 
wave links, optical submarine cables and rural 
communications. 
As part of Alcatel Alsthom, we believe in 


working in close partnership with our customer: 
to provide these solutions. Solutions which brinc 
people together both within Asia and with the 
rest of the world. 

Examples of our participation range from 
Pac Rim East and West (a 15000km undersec 
fiber optic cable providing worldwide link: 





Asia, talk to your local partner. 


with the Pacific Rim), to the ASIASAT 2 satellite 
program. To date, more than 42 million digital 


lines are installed or on order. A L C / wem um 


A success which not only makes us number one 
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worldwide but, more importantly, confirms our 


commitment to total customer satisfaction. Alcatel. 
Alcatel nv., World Trade Center 


Your reliable partner in communications systems. Strawinskylaan 341, NL 1077 XX Amsterdam, The Netherlands 





THE JAPANESE DEFENSE AGENCY DIDN'T 


SELECT 30 OF THEM FOR THE WALNUT TRIM. 


The Japanese are perhaps the most discerning 
buyers on earth. Their standards for quality are un- 
compromising, to say the least. So it comes as no 


surprise that when they needed a new fleet of search 


And this legendary workmanship is complement- 
ed by the Hawker's expansive cabin and unmatched 


cruising range. All of which explains why it has 


become the world’s most popular midsize jet. 





and rescue aircraft, they selected the Hawker 800. 
Since its introduction, this jet has proven to be 
one of the most reliable and most precisely engi- 
neered aircraft on earth. From tip to tail, it is built 
without compromise. Wing skins and ribs are milled 
from solid aluminum billets. Traditional riveting, 


the industry's most proven construction technique, 





is used to ensure 
JASOF 
HAWKER 800 


maximum 





strength. 


© 1994 Raytheon Corporate Jets, inc 
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We invite you to experience a Hawker 800 first-hand. 
Because if you're anything like the Japanese Defense 
Agency, it will take a lot more than an ordinary business 
jet to impress you. For more information, call Raytheon 
Corporate Jets in the U.K. at (+44) (0) 707 251125, 


or in the U.S. at (+1) (501) 399 4160. 


Ja 

Maher SOO 
BUILT LIKE NO OTHER 

BUSINESS JET ON EARTH. 
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AUSTRALIA 
Hewson Out 


The opposition Liberal Party 
dumped John Hewson from its 
leadership in favour of 
Alexander Downer, 42. The 
sacking ended a bitter 15 
months of instability following 
the party's shock defeat under 
Hewson's leadership in the 
1993 federal elections. Also 
relieved of his post was 
Hewson's deputy, Michael 
Woolridge. He was replaced 
by Peter Costello, 36. 


JAPAN 

Sensitive Itinerary 

Bowing to rightwing 
pressures, the Japanese 
Government has dropped 
plans for a June visit by 
Emperor Akihito to the USS 
Arizona National Memorial at 
Pearl Harbour in Hawaii, 
Japanese media reports said on 
May 20. Akihito will instead 
pay his respects at the less 
symbolic Punchbowl 
Cemetery, where many of the 
American dead were buried 
after the Japanese attack on 
December 7, 1941. 


VIETNAM 
MIA Fraudster Jailed 


Robert Chaillard, a French 
citizen of Vietnamese origin, 
has been jailed for 12 vears for 
trying to pass off 700 exhumed 
skeletons as those of U.S. 
servicemen. A court in Ho Chi 
Minh City convicted Chaillard 
of abusing graves and of 
collecting money from people 
who brought him human 
remains while promising them 
a chance to live in the U.S. 


CHINA 

Air-Wave Concessions 
Beijing promised to allow 
American technicians to 
investigate "overlapping 
frequencies" which jam Voice 
of America radio broadcasts. 
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Australians to watch: Downer (/eft), Costello. 


Chinese officials have also 
completed two rounds of talks 
with Red Cross officials on 
prison access, a Foreign 
Ministry spokesman 
announced. Meanwhile, the 
U.S. special emissary, Michael 
Armacost, continued his 
meetings with top Chinese 
leaders last week. 


SINGAPORE 

F/A18s, Not F16s 

The U.S. Defence Department 
said Singapore may purchase 
18 F/A18 fighter jets instead of 
18 Fl6s as announced last 
November. The deal would 
also include AIM9 Sidewinder 
missiles, AIM7M Sparrow 
missiles, ammunition and 
other supplies. If the U.S. 
Congress wishes to block the 
sale, it must do so within 30 
days. 





Singapore's choice? 


TAIWAN 
Anti-Nuclear Vote 


Residents of Kungliao 
township in northern Taiwan 
voted overwhelmingly in a 


local referendum to shelve a 
US$4.2 billion nuclear power 
plant under construction by 
Taiwan Power Co., the state- 
owned utility. Some 96% of 
those voting disapproved of 
the project, which was 
resumed two years ago 

after a delay of many years. 
Minister of Economic Affairs 
P. K. Chiang called the 
referendum non-binding, and 
has vowed to continued 
construction. 


MALAYSIA 
Private Persuasion 


British Trade Minister 
Richard Needham arrived in 
Malaysia on a private visit 
on May 23, but said his 
mission was to persuade the 
Kuala Lumpur government 
to lift its ban on contracts 
with British companies. A 
few days before Needham 


. arrived, Malaysian officials 
* indicated that British media 


reports on Malaysia, which 
triggered the ban in February, 
had become much more 
positive. 





RUSSIA 
Pathetic Pacific Fleet 


The commander of Russia's 
Pacific Fleet has been fired 
"due to a sharp drop in the 
fleet’s combat capability.” 
Adm. Georgi Gurinov was 
fired on May 17 after an 
ammunition depot caught fire 


FAR EASTERN ECONOMIC REVIEW 


adV/QOOMROV 10 N31SHBH0Oi 


and exploded on May 14. Off- 
duty sailors at the depot 
caused the fire by trying to 
dismantle a rocket component 
with a knife. Russian Defence 
Minister Pavel Grachev 
recently asserted that the 
Pacific Fleet ranked last in 
battle capability in the Russian 
armed forces. 


INDIA 
Kashmir Peace Moves 


Indian authorities will 
withdraw the paramilitary 
Border Security Force, blamed 
for several human-rights 
violations, from the streets of 
Kashmiri towns to encourage a 
political dialogue to end a 
Muslim separatist insurgency. 
Meanwhile, a senior leader of 
the outlawed Jammu and 
Kashmir Liberation Front 
(JKLF), Mohammad Yasin 
Malik, was released from 
detention on May 17 after a 
court granted him bail on 
health grounds. Malik said the 
IKLF was ready to renounce 
violence and enter talks, 
provided New Delhi carried 
out “demilitarisation” of the 
State. 
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All for Sihanouk: the Khmer Rouge, too, thinks its future depends on the king assuming full political authority in Cambodia. 


CAMBODIA 


One Way Out 


As the government and Khmer Rouge brace for more warfare, 
peace talks appear doomed to fail. A Khmer Rouge document 
pledges: ‘push more on the battlefield.’ 


By Nate Thayer in Phnom Penh 


fter an impassioned appeal from 
King Norodom Sihanouk, the Cam- 
bodian Government and the Khmer 
Rouge finally agreed to hold peace talks 
on May 27 in the North Korean capital, 
Pyongyang. That may be the only agree- 
ment the two sides reach. Rather than talk- 
ing about sharing power, the government 
is appealing to foreign powers for military 
aid to renew its offensive against the 
Khmer Rouge. For its part, the Khmer 
Rouge has decided to launch a protracted 
offensive aimed at forcing the collapse of 
the government, according to an internal 
Khmer Rouge document obtained by the 
REVIEW. 
Frustration over the government's fail- 
ure to either defeat the Khmer Rouge mili- 
tarily or placate it with a political deal is 
meanwhile feeding a growing grassroots 
movement for fundamental political 
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change. Covertly backed by some power- 
ful figures inside the coalition government, 
the movement is pressing for Sihanouk to 
be endowed with appropriate powers to 
force a peace solution. Support for the 
move, which amounts to a constitutional 
coup, will likely pick up momentum if the 
Pyongyang talks end in failure. 

Sihanouk argues that bringing the 
Khmer Rouge into the government is the 
only way to stop Cambodia from sliding 
back into the abyss of endless conflict. On 
May 17 he called for a power-sharing 
agreement to be struck as soon as possible. 
“It is a necessity,” the king said. “I do not 
want to be pessimistic. It is not pessimism. 
It is reality. The reality is not good for us or 
our future. Cambodia could be a destroyed 
nation. A dead state.” 

The collapse of the government's dry- 
season military campaign — which ended 
in April with counter-attacking Khmer 
Rouge guerillas threatening areas that had 
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been out of their reach since they were 
driven from power by the V ietnamese in- 
vasion 15 years earlier — has convinced 
many Cambodians that Sihanouk's pro- 
posal offers the only hope for peace. But at 
the moment, neither the Khmer Rouge nor 
the top government leaders appear ready 
to negotiate seriously. 

Sources close to the Khmer Rouge say 
that the faction, after high-level meetings 
between Pol Pot and other members of the 
leadership in April, has reassessed its strat- 
egy. Instead of seeking a share of power in 
the government and army through nego- 
tiations, it has decided to launch a pro- 
tracted military and political offensive to 
force the collapse of the government. 

The shift comes because the Khmer 
Rouge has given up hope that Prime Min- 
ister Norodom Ranariddh would ever 
agree to include it in a national reconcilia- 
tion government, the sources say. It also 
means that the Khmer Rouge perceives the 
government — an uneasy coalition be- 
tween Ranariddh's F uncinpec and Second 
Prime Minister Hun Sen's Cambodian Peo- 
ple's Party (CPP) — as vulnerable. In its 
place they want Sihanouk, whom they con- 
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sider their only tactical ally, to assume real 
power. 

“Up to now Hun Sen and Ranariddh 
have not expressed any intention of com- 
promising,” says the Khmer Rouge com- 
munique, dated May 5, clarifying the lead- 
ership's position to supporters. “So unfor- 
tunately, we are obliged to push more on 
the battlefield to convince them they will 
not get anything more by military means." 

According to the sources, Funcinpec 
secretly promised the Khmer Rouge, both 
before and after the last year's polls organ- 
ised by the United Nations, to push for the 
faction's inclusion in the new government. 
The Khmer Rouge, which boycotted the 
elections but did not seriously disrupt 
them, now feels betrayed by its former ally. 

"Up to now we have misunderstood the 
true nature of the participation of Fun- 
cinpec in the two-headed government," 
says the Khmer Rouge internal document. 
"During the election process 
and after the elections, we 
gave full support to 
Funcinpec, saying it should be 
granted full state power. Even 
when Funcinpec attacked us 
in Tmar Puok in August 1993, 
we were very careful not to 
blame them, considering that 
they were forced to do so. 
This analvsis was false. Actu- 
ally, Funcinpec has fully ac- 
cepted to join hands with the 
Vietnamese, the puppets, and 
the Alliance [of Western coun- 
tries] in the strategic objective 
of destroying the DK," or 
Democratic Kampuchea 
party, as the Khmer 
Rouge is officially called. 

The Khmer Rouge 
document accuses Prince 
Ranariddh, the king's son, 
of "consciously taking the 
leadership of the move- 
ment against us," and 
adds: "It is not a policy he 
has been forced to en- 
dorse, but really his own 
policy." 

Ranariddh's govern- 
ment is showing no signs of making a deal 
with the Khmer Rouge. On the contrary, 
the prime minister confirmed on May 16 
that his government had officially re- 
quested military assistance from Western 
and Asian countries in the wake of its hu- 
miliating defeat by the guerillas in April at 
Pailin. Both Australia and the United States 
have publicly acknowledged that they are 
considering such aid. 

Privately, however, diplomats say that 
they are reluctant to support any military 
aid that would escalate an unwinnable war 
and impede peace negotiations while fail- 
ing to address the fundamental deficien- 
cies of the Cambodian army. "The prob- 
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lem of the army is not a question of sup- 
plies and troops," says a senior diplomat. 
“It is a question of leadership.” 

The Khmer Rouge document confirms 
the diplomats' fears, saying the guerillas 
have found they can depend on buying or 
capturing ammunition from government 
troops. "What our successes in Anlong 
Veng and Pailin have clearly demonstrated 
is that we can continue the struggle under 
the current circumstances, that is without 
external support. It is similar to the situa- 
tion in 1973, after the peace agreement 
signed by the Vietnamese. At that time we 
were isolated from external support. We 
had to rely on the people and we had to 
get our ammunition from the enemy." 

Western military and intelligence ana- 
lysts say government officers sold large 
quantities of materiel to the Khmer Rouge, 
even as they were attacking the faction on 
the battlefield. Diplomats from countries 












Rouge. 


considering the Cambo- 
dian Government's re- 
quest for military assist- 
ance have concluded that 
more than 50% of the 
ammunition that was sent 
to the Pailin battlefront is 
“unaccounted for"— missing from stock- 
piles and not expended during fighting. 

Even within the Cambodian Govern- 
ment, some senior officials privately op- 
pose more foreign military support. “It will 
only move the war from low-scale to large- 
scale. Nobody wins and nobody loses, it 
will only intensify,” says one minister. 
“And then it will prevent the development 
of the country. The aid and reconstruction 
efforts will go up in smoke.” 

These fundamental divisions over 
policy involve even some senior cadres of 
Ranariddh's Funcinpec party. “Even on the 
Funcinpec party steering committee, Rana- 
riddh does not now have the majority 
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The army wants more arms. Ranariddh 
(inset) wants no deals with the Khmer 


needed to fire those who oppose him,” 
asserts one senior Funcinpec official. This 
internal dissension — combined with a fail- 
ure to deliver on election promises of 
peace, national reconciliation and economic 
improvements — has left the government 
facing a crisis of confidence among broad 
segments of the population. 

This disenchantment is fuelling a be- 
hind-the-scenes movement to shift politi- 
cal power from the government to Sihan- 
ouk, the constitutional monarch. Com- 
posed of Funcinpec officials and support- 
ers, parliamentarians, students and others, 
the movement would have the National 
Assembly endow Sihanouk with extraor- 
dinary state powers so he could forge a 
new government of national reconciliation. 

Organisers of the movement scheduled 
a demonstration for May 17 and distrib- 
uted 20,000 newspapers and leaflets call- 
ing for support for the king's power- 
sharing proposal and an end 
to the government's war ef- 
fort. The leaflets pointedly at- 
tacked Funcinpec for failing to 
deliver on its election prom- 
ises of stamping out corrup- 
tion and bringing about peace. 

On May 16, however, the 
Interior Ministry banned the 
demonstration after anony- 
mous leaflets surfaced threat- 
ening violence against the 
demonstrators. The ministry 
warned the organisers to re- 
spect the law, then added: 
“We do not take responsibil- 
ity for accidents to those who 
do not follow the law." After 
he was told by officials that 
there could be bloodshed, the 
king also asked that the dem- 
onstration not be held. 

Organisers say that 30 
members of the 120-seat Na- 
tional Assembly signed a petition calling 
for the king to be endowed, for ^a limited 
time," with "appropriate" powers to "save 
the country." Senior Funcinpec sources say 
that on May 13, when he heard of the peti- 
tion, Ranariddh threatened to fire any 
Funcinpec MP who supported the move. 
But some political figures remain un- 
daunted. "We do not need to organise new 
elections, because the National Assembly 
already supports the king," says one MP 
campaigning for the constitutional change. 

The success of the movement depends 
heavily on the evolution of the military 
situation and the health of the king, who is 
suffering from cancer. "If the government 
is defeated on the battlefield and the king 
is in good health, this will happen — 
power will go to the king," says a senior 
government official. “If the government is 
strong on the battlefield and the king's 
health is bad, it will be difficult to turn over 
power to him." g 
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NORTH KOREA 


Point-Counterpoint 


Pyongyang backs down, U.S. backs off 


By Nayan Chanda in Washington 
H andle with kid gloves. Give credit for 


every concession received; play 

down any recalcitrance. These seem 
to be the rules Washington and its allies 
are following in their dealings with the 
increasingly isolated regime in Pyongyang. 
It's a risky game, but on May 20 the ten- 
sion was defused a little. A long-awaited 
report from the International Atomic En- 
ergy Agency (IAEA) inspectors in North Ko- 
rea had landed, and it said the North had 
not yet diverted any nuclear fuel 
from its eight-vear-old reactor at 
Yongbyon to a suspected weap- 
ons programme. 

Within hours of receiving the 
news, the White House an- 
nounced it would hold high- 
level talks with Pyongyang. The 
decision constituted an about- 
turn for Washington. Earlier, the 
United States had said sanctions 
would be imposed if the IAEA 
found that refuelling of the re- 
actor had begun without inter- 
national monitoring. 

But though the threat of 
sanctions against North Korea 
— termed an "act of war" by 
Pyongyang — has now receded, 
officials and analysts in Wash- 
ington warn that this may not 
be the end of North Korea's game of nu- 
clear brinkmanship. Nor, they add, is the 
international community any nearer to 
finding, let alone dismantling, any bomb 
programme. 

By the time the IAEA team arrived in 
Yongbyon, some 5% of the reactor's 8,000 
fuel rods had already been unloaded — 
an act that the IAEA condemned as a "seri- 
ous violation of the safeguard agreement." 
But the Clinton administration chose to 
ignore what it called a "technical viola- 
tion" and focused on the good news that 
inspectors would be present to view the 
remainder of the operation. Robert 
Gallucci, the coordinator of the Senior 
Steering Group on North Korea, said in a 
press briefing, “The IAEA is confident that 
there is no diversion of the fuel which has 
been discharged from the reactor and 
stored at a nearby location in a storage 
pond. This fuel remains under IAEA moni- 
toring and safeguards.” 

Washington hopes that North Korea 
will separately preserve the fuel rods the 
agency wants to examine, and will give the 
IAEA a chance to analyse them to determine 
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their age. If any are of more recent origin 
than 1986, it would prove that Pyongyang 
had taken out more rods than it had ad- 
mitted to doing. But U.S. officials privately 
admit that when the talks open in Geneva, 
North Korea is unlikely to fulfil all its obli- 
gations to the IAEA, and that it might hag- 
gle over the agency’s access to the stored 
fuel rods to prompt further concessions 
from the U.S. 

After having cancelled the Team Spirit 
military exercise with South Korea and 
given up the precondition of an exchange 





IAEA inspectors: all seems well in Yongbyon, so far. 


of envoys between Seoul and Pyongyang, 
the Clinton administration may be getting 
ready to offer promises of diplomatic ties 
and economic benefits to the North. An ad- 
ministration official intimately involved in 
the Korea issue says: “During our second 
round of talks [with the North Koreans] in 
June last year they had a scent of the deal 
but did not see the shape.” During the 
third round, he says, the U.S. may have to 
put its package of diplomatic and economic 
goodies on the table. 

Some analysts fear that even after the 
establishment of diplomatic relations, the 
extent of the North's progress in develop- 
ing nuclear weapons may remain shroud- 
ed in mystery. Washington has repeatedly 
said it suspects that North Korea "may 
have produced one or two nuclear weap- 
ons," but has so far not provided any hard 
evidence. But Pyongyang’s determined ef- 
forts since early 1993 to bar inspections 
have created ambiguity about its nuclear 
abilities and given it bargaining chips that 
it would not have gained otherwise. 

"The North Koreans want to have their 
cake and eat it too," says a Congressional 
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specialist. “They would like to have diplo- 
matic relations with Washington and open 
the door to multilateral and bilateral aid 
without revealing the results of their clan- 
destine bomb programme." Morton Abra- 
mowitz, president of the Carnegie Endow- 
ment for International Peace, and former 
head of the State Department's Bureau of 
Intelligence and Research, agrees. "For 
them [North Koreans] to give up the weap- 
ons option is very tough. It is a major 
North Korean objective. But that does not 
mean that they won't abandon it under 
certain conditions." 

While U.S. officials are relieved that no 
new nuclear material has been diverted 
towards a bomb programme, they are tired 
of North Korea's brinkmanship and on- 
again-off-again negotiating strategy. "The 
pattern of North Korean negotiation," says 
Leonard Spector of the Carnegie Endow- 
ment, "is to create a looming 
sense of danger and then extract 
concessions." The North Kore- 
ans, he says, are behaving like 
Tarzan swinging on the vine. 
"They seem to let go of one vine 
to fly through the air, but before 
you know it they have grabbed 
on to another vine and not 
crashed to the ground. Their 
purpose seems to be to create a 
sense of anxiety to get what 
they want from the U.S." 

Some weary officials are 
arguing that once North Korea 
returns to the NPT and follows 
through with its obligations to 
the IAEA, pursuing a policy of 
benign neglect may be the 
wisest course. "If we think that 
North Korea is going to collapse 
within the next three years, why bother? 
We could play along until the regime col- 
lapsed," says one official. 

Indeed, U.S. intelligence agencies are 
increasingly convinced that a developing 
food crisis in North Korea is putting great 
pressure on its leadership. They estimate 
that between now and the next harvest in 
October, North Korea will face a rice short- 
fall of 2 million tonnes. A cash-strapped 
Pyongyang may manage to import cheaper 
corn as a substitute, but that would only 
feed growing discontent. 

"There is no question that North Korea 
is suffering from malnutrition," says one 
administration analyst. But he points out 
that the Pyongyang leadership is unlikely 
to be swayed by that problem into making 
major nuclear concessions. The analyst, 
who favours a package deal with North 
Korea, says, "There is no disagreement on 
the question that North Korea as a political 
system is doomed. The question is: is it 
going to be two years or seven years be- 
fore the collapse comes." If it is seven years, 
a lot of things could go wrong that would 
jeopardise U.S. security, he adds. a 
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Beating a Retreat 


Ramos caves in to Jakarta's pressure on Timor forum 


By John McBeth in 
Jakarta, Rigoberto Tiglao 
in Manila and Colin James 
in Wellington 


ference of idealists and 

embittered exiles, and 
it would have attracted 
no more than a perfunc- 
tory nod from the re- 
gional press before sink- 
ing back into obscurity. 
But Jakarta's all-out oppo- 
sition to the "Asia-Pacific 
Conference on East Ti- 
mor" in Manila elevated 
the privately organised 


! t was just another con- 





Ramos' compromise comes 
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to recently raise Indone- 
sian hackles over East 
Timor. While former For- 
eign Secretary Raul Man- 
glapus was trying to ex- 
plain Manila's position in 
Jakarta, New Zealand 
Prime Minister Jim Bolger 
was spending part of his 
May 15-17 official visit re- 
pairing fences of his own, 
after New Zealand parlia- 
mentarians drafted a pe- 
tition demanding the 
right of self-determina- 
tion for East Timor. 

The diplomatic squalls 
followed two tours of 


under attack. 


forum to the level of an 
international incident, 
threatening the Philippines’ economic and 
political ties with Indonesia. In the end, it 
was Philippine President Fidel Ramos who 
backed down, banning foreign participa- 
tion in the conference. In doing so, he 
dented his own image. The Philippine 
leader is now under attack at home and 
abroad for compromising the country’s 
democratic ideals. 

Political observers are surprised the 
Philippines was caught flat-footed, given 
reports that officials were aware of the im- 
pending East Timor conference as early as 
January 1993. Indeed, in a meeting with 
chief organiser Renato Constantino Jr. last 
November, presidential security adviser 
Jose Almonte said the government could 
not intervene because that would violate 
the principles Filipinos fought for in the 
1986 overthrow of Ferdinand Marcos. 
Ramos, however, clearly became alarmed 
at the strength of the Indonesian reaction. 
Using special powers reserved only for is- 
sues affecting national security and the vi- 
tal interests of the state, he barred Sydney- 
based resistance leader Juan Ramos-Horta 
and seven fellow Timorese participants 
from the country. Ramos also instructed 
the Bureau of Immigration to deny entry 
to other foreign participants. 

Conference chairman Constantino, a 
human-rights activist and the son of a well- 
known leftwing historian, was bitterly criti- 
cal of Ramos' action. "This is a clear sur- 
render to Indonesian pressure," he said. 
"The Ramos administration is acting as if 
the Philippines is Indonesia's 28th prov- 
ince." Jakarta, for its part, pronounced it- 
self satisfied, even if the seminar still goes 
ahead. 

The Philippines is not the only country 
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East Timor by foreign 

journalists, one of which 
sparked an impromptu street demonstra- 
tion and open acts of defiance from politi- 
cal prisoners in the Dili jail. The fires were 
further stoked in New Zealand by the 
screening of a British TV documentary that 
rehashed the recent unhappy history of the 
former Portuguese colony, annexed by In- 
donesia in 1975. 

For the Philippines, an early casualty of 
a serious rift with Indonesia would have 
been Ramos' much-cherished East Asian 
Growth Area (EAGA), encompassing Davao 
and General Santos City in southern Min- 
danao and Indonesia's North Sulawesi 
province. As it was, the Philippines post- 
poned a May 26-27 bilateral meeting in 
Davao after Indonesian officials and busi- 
nessmen sent word they would not be at- 
tending. 

Antonio Peralta, economic adviser to 
the EAGA, said nine of the 12 joint ventures 
due to be signed at the conference were 
put on hold. "These were not just at the 
planning stage," he said. "The money had 
already been remitted to the banks." Mean- 
while, the permissive attitude of Indone- 
sian authorities towards Filipino fishermen 
in their waters changed drastically; about 
25 small boats based in General Santos 
were impounded by the Indonesians in the 
space of a week. 

The EAGA concept relies heavily on a 
jump-start from the fishing industry and 
on an understanding that Filipino enter- 
prises will get much of their catch from 
Indonesian waters. “If the Filipino fishing 
fleets are prohibited by Indonesian authori- 
ties, then General Santos' five canneries 
would have to close down," said Peralta. 
Pointing to a planned protest rally in Min- 
danao over the Timor conference, he told 
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the REVIEW: "I've never seen a 
community so mad." 

For Ramos, the storm was 
troubling in other ways. Not 
only is there an unwritten rule 
among the six Asean states 
that they must avoid becom- 
ing embroiled in each other's 
internal problems, Jakarta has 
been playing a particularly 
constructive role in ongoing 
peace talks between Manila 
and the Moro National Libera- 
tion Front (MNLF) — a role that 
was obviously jeopardised as 
well. 

East Timor has never been 
a major issue in New Zealand, 
but the TV documentary and Bolger's im- 
pending visit prompted 51 of the 99 mem- 
bers of parliament to present a petition to 
the Indonesian ambassador on May 5 call- 
ing for self-determination for East Timor, 
the withdrawal of Indonesian troops, a halt 
in transmigration and an end to human- 
rights abuses. 

By the time Bolger arrived in Indonesia, 
New Zealand Governor-General Dame 
Catherine Tizard had compounded his dif- 
ficulties. When the new Indonesian ambas- 
sador, Dahlia Soemolang, presented her 
credentials on May 10, New Zealand's sup- 
posedly apolitical head-of-state told her, 
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demonstrators had no kind words for Indonesia. 


“East Timor continues to be of concern to 
New Zealanders." The remark was in- 
tended to be private, but it was picked up 
by New Zealand's Herald newspaper. 

The prime minister refused to person- 
ally pass on the petition to Indonesian au- 
thorities, and reiterated Wellington's long- 
stated position that East Timor was now 
part of Indonesia. He nonetheless raised 
concerns about human rights during sub- 
sequent talks with President Suharto. 

Suharto responded by giving Indone- 
sias version of the events preceding the 
East Timor invasion, and then issued an 
invitation for New Zealand parliamentar- 


. jans to see Indonesia's 27th province for 


themselves. Later, Bolger said he hoped an 
ongoing dialogue between Indonesia and 
Portugal would lead to a "just, comprehen- 
sive and internationally acceptable settle- 
ment" of the Timor question. 

Back home, opposition Labour Party 
MP Phil Goff, who organised the petition, 
scoffed at Suharto's invitation: "Nobody is 
going to speak out when, half-an-hour af- 
ter the New Zealand MPs have left the 
country, they [the Timorese] will be subject 
to arbitrary detention, possibly torture and 


| possibly execution.” 


New Zealand's concern over human 
rights in Indonesia manifested itself in 
1990, when it refused to support Jakarta's 
bid for a seat on the United Nations Hu- 
man Rights Commission. But now officials 
feel Jakarta is making genuine efforts to 
clean up its act. In fact, Wellington is sup- 
porting Indonesia's campaign for a seat on 
the UN Security Council, reciprocating the 
backing it received when it made a similar 
— and successful — bid of its own two 
years ago. 

While New Zealand's attention span 
was bound to be limited, the spat with the 
Philippines over the East Timor conference 
threatened to be much more disruptive. 
After meeting with special envoy Man- 
glapus, Alatas declared: "Let's not use dip- 
lomatic language here. Indonesia is disap- 
pointed at the Philippine Government's 
inability to stop the seminar." 

Alatas claimed Manila pledged to ban 
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the seminar when it was first 
announced last year. But in 
March, Philippine officials 
sent word that the administra- 
tion would not be able to 
make good on its promise. In- 
donesia was accepting no ex- 
cuses. “Although we can fully 
understand their constitu- 
tional constraints," the foreign 
minister said, "there is also 
something else, called national 
interest." 

The 13 groups closely in- 
volved in the organisation of 
the May 31-June 4 conference 
include the National Council 
for Maubere Assistance, the 
umbrella group that includes East Timor's 
Fretilin resistance organisation. Also in- 
volved are the Netherlands-based Interna- 
tional Platform of Jurists for East Timor 
and British Lord Eric Avebury's Parliamen- 
tarians for East Timor. 

Few participants of international stand- 
ing were expected to attend, but that mat- 
tered little to Indonesia, which is extremely 
sensitive to any criticism of its sovereignty 
over East Timor. Of the four Indonesian 
invitees, only human-rights activist H. J. C. 
Princen and Satya Wacana University lec- 
turer George Aditjondro initially con- 
firmed they would attend. 

Aditjondro is probably the only Indo- 
nesian intellectual to hit out openly at In- 
donesia's policy on East Timor. In March, 
Australian newspapers published excerpts 
from some of his papers on the issue, in- 
cluding one that gave a much higher death 
toll for the 1991 Dili massacre than previ- 
ous accounts. The Indonesian academic 
later repeated the claim, originally made in 
a Timorese survey published in Lisbon, 
during an interview with Australian TV in 
Singapore. 

Although he has been accused of being 
unpatriotic, Aditjondro says he has not 
been the target of any direct government 
harassment. ^I think that is an indication 
of how fluid the situation [on East Timor] 
really is,” he told the REviEw. He was, 
however, removed from a list of prospec- 
tive speakers at a planned environmental 
conference in Dili aimed at building ties 
with Timorese groups. The early May 
event was later scrapped. 

While the Indonesian Government 
speaks with one voice, the Foreign Minis- 
try and the armed forces differ over how 
best to deal with Timor. Tired of slapping 
plaster over a running sore, civilian offi- 
cials would prefer a more creative ap- 
proach involving a degree of demilitarisa- 
tion. The military feels the province is its 
patch, in large part because of past sacri- 
fices, while paradoxically conceding — as 
one general did in April — that it could be 
two more generations before most Timor- 
ese accept Indonesian rule. a 
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THE 5TH 
COLUMN 


Several Asia-Pacific leaders attended a May 17- 
19 conference in Singapore entitled “Waves of 
the Future: Asean, Vietnam and China.” 
organised by the Asia Society, Singapore's 
Institute for Policy Studies and Dow Jones & Co., 
publishers of the FAR EASTERN ECONOMIC REVIEW. The following are excerpts. 


It was 








The Pacific Century 


ANWAR IBRAHIM 
Deputy Prime Minister, Malaysia 


e have to admit, in all humility, 
W that the so-called East Asian mira- 
cle is far from the ideal. Compla- 
cency on our part would be disastrous. We 
have to be realistic enough not to assume 
that it is easily sustainable only because we 
have done so for the last 30 years. For sus- 
tainability, progress in the social and po- 
litical spheres must be in tandem with 
achievements on the economic front. There 
cannot be an obsession with economic in- 
dices to the extent that one ignores that 
there remain in our midst considerable 
pockets of abject poverty and destitution. 
The pain and misery of exploited labour, 
including women and children, are very 
real wherever they occur. Social inequali- 
ties, corruption, denial of basic liberties and 
downright oppression are still rampant. 
Although we reject the condescending 
attitude of outsiders in respect of our ef- 
forts to deal with these issues, we also de- 
plore at the same time the arrogant elites 
within our own societies who either con- 
done or seek to perpetuate the excesses. If 
we detest the patronising attitudes of out- 
siders with regard to our record on hu- 
man rights and democracy, we must also 
not practise the condescending disposition 
towards our fellow citizens. While some 
of these problems are residue from the co- 
lonial era, one cannot deny that many of 
them are compounded by irresponsible 
post-colonial regimes. These are complex 
and difficult issues 
which require patience 
and time. They call for 
moral commitment and 
relentless exertion to re- 
dress. Lest we forget, it 
took the United States 
almost 100 years from 
the Declaration of Inde- 
pendence to the aboli- 
tion of slavery; and, af-: 
ter that, almost another 
100 years agaih:to the; 
historic, 1954 Supreme ^ 
Court decision Brown vs 
Board of Education to 
outlaw colour segrega- 








Malaysia's Anwar Ibrahim. 


tion within their school system. 
Prosperity in Asia must be accompa- 
nied by not only higher living standards 
for the general population but also the po- 
litical empowerment of the ordinary citi- 
zen. Fundamental freedoms such as the 
freedom from hunger, freedom from fear 
and insecurity, freedom from economic ex- 
ploitation, freedom from coercion, and the 
freedom to practise peacefully one’s reli- 
gious beliefs are so basic for the growth of 
a truly human society that we must con- 
tinue to emphasise them. We cannot speak 
of a human society if it is to be a faceless 
society. So long as each individual gives 
due regard to the shared values of society, 
he or she must be entitled to the full ex- 
pression of his or her unique personality. It 


* J. B. BOLGER 
Prime Minister, New Zealand 


riers. 
we did was go backwards. 
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This hard-won progress [from the success of the 
Uruguay Round] must not be lost by countries 
trying to reintroduce market protectionism by 
other means. With high levels of unemployment 
in many developed countries, I know politicians 
will be under domestic pressure to protect mar- 
kets. To try and hide inefficiency behind bar- 


Let me be blunt. It doesn't work. New Zea- 
land tried that approach for many years and ` 


is very much within the Asian traditions, I 
believe, that society itself nurtures the 
growth of the individual, giving him the 
greatest scope possible within the bounds 
of societal norms. 

The Asian traditions themselves need 
to be revitalised, and purified, for instance, 
from the excesses of an oppressive, auto- 
cratic and feudalistic past. We must recog- 
nise that not all parts of our traditions are 
worthy of retention. Some are plainly ana- 
chronistic, others not conformable to more 
basic universal moral norms. To my mind, 
the present debate about democracy and 
human rights has been rendered unfruitful 
because of the inflexibility and semblance 
of cultural arrogance. There are those who 
consider they still have a civilising mission 
in Asia, namely to sermonise Asians about 
freedom and human rights. We acknow- 
ledge that we have much more to achieve 
in all fields of endeavour. But to allow our- 
selves to be lectured and hectored on free- 
dom and human rights after 100 years of 
struggle to regain our liberty and human 
dignity, by those who participated in or 
benefited from our subjugation, is to will- 
ingly suffer impudence. " 


LI LANQING 
Vice-Premier of the State Council, China 


frankly. Though the Uruguay Round of 

the Gatt talks produced the final act and 
the World Trade Organisation is to be es- 
tablished soon, trade 
protectionism in some 
countries and a tendency 
towards regional group- 
ings is still gaining 
ground. In my opinion, 
such a tendency not only 
affects the healthy deve- 
lopment of world trade 
and the economy, it is 
also detrimental to the 
long-term development 
of these nations them- 
selves. China adopts a 
positive attitude towards 
economic cooperation in 
the Asia-Pacific . .. . 


|^ to express my concerns very 
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Any cooperation which is 
exclusionary and leads to the growth 
of instability in the world is totally 
different from what the goals we 
stand for. The history of the two 
world wars shows that exclusionary 
self-development leads to a division 
of the world into spheres of influ- 
ence, a growing imbalance in deve- 
lopment, a fight for access to raw 
materials and markets for goods as 
well as outlets for capital and tech- 
nology. China never seeks a sphere 
of influence; it has no intention of 
filling the “vacuum” left since the 
end of the Cold War; and it strongly 
opposes the division of the world 
into those spheres. To boost the 
openness of the whole world and 
every part of it is exactly what we should 
advocate. Opening up is not only the key 
to China's development but the key to the 
common development of all countries and 
regions in the world. As a developing 
country, everything China does is done to 
make a contribution to world peace, deve- 
lopment and stability. China does not pose 
a threat to any country or any people. m 





GOH CHOK TONG 
Prime Minister, Singapore 


the West continues to see Asia as a 

threat and tries to slow its growth, both 
Asia and the West will lose. If the West 
blocks the emerging Asian countries, espe- 
cially China, from world markets, it will 
force them to turn inward. They will be 
less open and be less cooperative interna- 
tionally. Their weaker economic growth 
would translate into a more aggressive and 
destabilising military posture because they 
would distrust the West. The West will be 
threatened not merely by the loss of ex- 
ports and slower domestic growth, but 
with global insecurity, including 
the risks of losing the assets it al- 
ready has in Asia. 

But even if the West does not 
seek to isolate Asia, there will be 
similar negative effects if the Euro- 
pean Union looks only inward and 
Nafta only southward. If they do, 
Asians will have to organise them- 
selves and trade increasingly 
among themselves. The region's di- 
versity in natural resources, wage 
levels, skills and technology will 
allow for continued expansion of 
intra-regional trade and invest- 
ment. Asia has the capital. It saves 
more than the rest of the world. Its 
growth will be slowed, but it will 
not be stopped. An Asian trade 
bloc is not an option of choice. But 
it is a viable option. And sometime 
in the next century, Asia by its 


i f, in spite of the benefits [to both sides], 
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VO VAN KIET 
Prime Minister, Vietnam 


The extraordinary achieve- 
ments of the scientific and 
technological revolution 
which have taken place on 
our planet have radically 
changed not only the 
means of production but also our way of life. These 
achievements have generated impetus for develop- 
ment and provided opportunities for the late-com- 
ing countries to take a short cut, thus shortening 
their journey to prosperity. These same achieve- 
ments, however, have also posed to developing 
countries the danger of lagging further behind — as 
in a race, where the one who is not fast enough will 
be put out of the race after only a few rounds. We 
are determined not to be driven out of this race. 8k 





Singapore's Goh Chok Tong. 


sheer size would shift the weight of global 
economic power from the West to the East. 
Before the table is turned, the U.S. should 
heed what Nixon wrote in his last book, 
that the Chinese may one day threaten to 
withhold MFN from the U.S. unless it does 
more to improve living conditions in De- 
troit, Harlem and South Central Los Ange- 
les. E 


LEE KUAN YEW 
Senior Minister, Singapore 


and technology transfers, even without 

U.S. participation, China will have the 
per capita level of present-day Taiwan in 
about 25 years. If the U.S. tries to thwart 
China's growth, China will surely want to 
return the compliment when it can do so. 
This cannot be the future the U.S. desires. 

The alternative policy is to engage 
China and influence it whilst it is at an 
early and formative stage. Never in its his- 
tory have the Chinese been more willing to 
learn from the world, shedding their Mid- 


( t is likely that with trade, investments 
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dle Kingdom mindset. They want to 
participate in the world economy, to 
be an active member of Gatt, the IMF, 
World Bank, all the UN agencies 
and Apec. A younger generation of 
Chinese leaders will learn that it is 
in China’s long-term interests to 
“play by the rules” rather than to 
try to get her way by superior force. 
If China’s best and brightest are ex- 
posed to other cultures through 
studying in the U.S., Japan and Eu- 
rope, they must become less ethno- 
centric. They will realise that the 
planet earth is very small, very in- 
terdependent and very vulnerable; 
that a stable world needs a strong 
set of rules to govern the behaviour 
of big and small countries and that 
military force is too destructive when oth- 
ers are nearly as powerful. 

There is a vast difference between the 
world view of the Chinese in Taiwan and 
the Chinese on the mainland. The Taiwan- 
ese have learned from America and bene- 
fited from economic cooperation with it. 
Many thousands go every year to study in 
America. Half of Taiwan's cabinet have 
American PhDs. The Chinese on the main- 
land can become more like the Chinese in 
Taiwan. The attitudes of the mainland 
Chinese will depend on how Americans, 
Japanese and Europeans interact with them 
and influence their views of the world. 8 


AMNUAY VIRAVAN 
Deputy Prime Minister, Thailand 


e are in certain ways in a better 
position than our Western coun- 


terparts: we can learn from their 
experience and pick and choose from the 
regulatory frameworks that they have al- 
ready put in place .. . . In particular, envi- 
ronmental regulations do not have to be 
implemented in a top-down reflex 
fashion as they were in the West. 
As we develop more and more 
value-added processes and higher 
technologies, environmental regu- 
lations will evolve along with the 
development of our economies. 
Thus the promulgation of regula- 
tions can, and should, involve busi- 
ness people in every stage of the 
decision-making process. e 


IRA WOLF 
Assistant Trade Representative, 


United States 


e have no intention of us- 
ing the issue of labour 
standards that our trad- 


ing partners in Asia might have 
because of relative wage differen- 
tials. R 
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The Valley Wing. 
À discernible difference 
from the moment you arrive 
in Singapore. 
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ASIAN LOBBIES 


From Delhi to Jakarta, Taipei to Tokyo, governments recognise 
that U.S. lobbyists help them be heard above the clamour of 
competing interests that is Washington. 


By Susumu Awanohara in Washington 


In the heyday of the British 
empire, lobbyists were a 
lowly ‘species of political 
life. They hung around 
those halls of the British par- 
liament that were open to 
the public, button-holing 
legislators when they emerged from the 
debating halls and members’ tearooms. 
These days, the lobbying centre of the 
world is Washington, and lobbyists are no 
longer shifty hangers-on but important ac- 
tors in the capital's political drama. And, 
as many Asian governments new to the 
game have discovered to their chagrin, the 
new lobbyists charge fees that match their 
elevated status. 

But Asian governments, businesses and 
advocacy groups have also found that they 
cannot afford to do without the lobbyists’ 
counsel. They must get into the lobbying 
game for the simple reason that the United 





24 


States Government has the power both to 
punish and reward other nations. In order 
to achieve its political, economic or human- 
rights objectives, Washington can give as 
well as take away economic aid, multilat- 
eral agency loans, weapons systems, mili- 
tary support and trade privileges. 

The U.S. Congress has a major influence 
on the administration's Asia policy. Thus 
Asians have taken advantage of the unu- 
sually open U.S. political system to make 
their cases, often with the help of local lob- 
byists well-connected with Congress or the 
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Cash and Connections 


administration. Even when Asians them- 
selves do the lobbying, local pros help de- 
termine the targets, content and style. 

The word "lobbying" eludes precise 
definition. Registered lobbyists — who 
could be lawyers, public relations (PR) ex- 
perts or consultants by training — speak 
directly to politicians or officials with the 
explicit purpose of influencing legislation 
or policy. Other lawyers, PR agents and 
consultants may try to achieve similar re- 
sults less directly, without lobbying in the 
narrow sense. But professionals who earn 
a fee by helping foreigners protect or fur- 
ther their interests, whether or not they 
lobby in the strict sense, are required to 
register as "foreign agents" at the Justice 
Department. In the broad popular detini- 
tion, all foreign agents are lobbyists. 

Using a still wider definition, critics of 
foreign lobbying now charge that a large 
number of lawyers, consultants and PR 
men are in effect lobbying for China even 
though they are not directly paid by the 
Chinese. The alleged China lobbyists are 
paid instead by U.S. companies, which are 
eager to gain access to the mammoth Chi- 
nese market thanks to the lobbyists' China 
contacts, the critics say. 
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Contrary to some popular notions, lob- 
bying, even by rich and powerful domes- 
tic interest groups, seldom causes funda- 
mental shifts in legislation or government 
decisions, studies have found. But mar- 
ginal shifts can mean life or death for spe- 
cific interest groups. The influence that for- 
eign lobbies wield in shaping U.S. policies 
can also be exaggerated. Despite the large 
sums spent on foreign agents by Asians, 
and despite the alarm this has caused 
among some Americans, Asian lobbying is 
largely centred on obtaining early warn- 
ings and on damage control. Asians often 
resent having to pay what many of them 
regard as exorbitant fees — often in the 
hundreds of U.S. dollars per hour — to 
lobbyists just to keep abreast of the devel- 
opments on Capitol Hill or the White 
House. 

“It’s a little bit of a racket; lobbying is 
officials helping their friends to make some 
money," says one senior Asian diplomat 
in charge of his embassy's lobbying activi- 
ties. But the diplomat hastens to add that 
his country's arguments are best 
repackaged for the U.S. decision-makers by 
the local lobbyists ^who went to the same 
schools and shared political experiences 
with" the decision-makers. 

Not all Asian lobbying has been defen- 
sive. The old "China Lobby," on behalf of 
Taiwan, was highly effective, helping to 
keep Beijing out of Washington for three 
decades. The Taiwan lobby today remains 
among the most sophisticated and effec- 
tive in Washington, "on a par with Isra- 
els,” according to one former U.S. intelli- 
gence official. 

The Japan lobby, having frightened or 
offended many Americans by the display 
of its wealth and influence — in softening 
the 1988 trade law and in watering-down 
proposed sanctions on the Toshiba group, 
which had jeopardised Western naval de- 
fence through an illegal technology trans- 
fer to the Soviets — has moved to a more 
passive stance. Japanese car-parts makers 
this year ran an aggressive grassroots cam- 
paign mobilising the support of their 
American employees, a tactic that could 
become a trend in an increasingly interde- 
pendent global economy. 

Recently, seeing that Pakistan appeared 
to have been well-served by its lobbyists, 
India hired a professional lobbying firm for 
the first time. Indonesia, facing stepped-up 
pressures on human rights, has revamped 
its Washington lobbying machine. 

The biggest story of Asian lobbying is 
the emergence of the new China Lobby. 
U.S. companies have discovered the rap- 
idly growing 1.2-billion-strong Chinese 
market, and have sought out experts who 
can help them find business in China. 
These China experts have not been shy 
about arguing strongly for the extension of 
China's preferential trade status and the 
delinking of trade from human rights. w 
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ASIAN LOBBIES 


The K-Street 
Crowd 


In pushing China's cause, 
they further their own 








By Susumu Awanohara in Washington 
At a Congressional hearing 
in March, Sen. Ernest Hol- 
lings commiserated with 
Secretary of State Warren 
Christopher. Christopher 
had gone to Beijing de- 
manding improvements in 
human rights in China, but the Chinese 
had not budged. Hollings implied why 
they hadn't when he told Christopher: “Be- 
fore you even landed [in Beijing], the K- 
Street crowd down here of lawyers, con- 
sultants, and special reps told the Chinese: 
"Don't worry about him'." 

Back in the United States, according to 
Hollings, the "K-Street crowd" warned key 
decision-makers that if President Bill Clin- 








ton revoked China's most-favoured-nation 
(MFN) trade status, “all the other countries 
will come in and take the [U.S.] business." 
Indeed, China's allies in Washington's MFN 
debate frequently argue on behalf of U.S. 
businesses with current or potential inter- 
ests in China. 

The annals of Washington lobbying will 
record that the years 1993-94 saw the emer- 
gence of a new, unofficial China Lobby. 
Prominent in this group are former high 
officials in the U.S. Government, men and 
women who dealt with Beijing while in of- 
fice and now use their connections to help 
American companies do business in China. 

Critics point to a recent Washington fo- 
rum on renewal of China’s MFN status, 
sponsored by the prestigious Council on 
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Foreign Relations, as an outstanding exam- 
ple of the China lobby’s operations. In at- 
tendance were three former secretaries of 
state — Henry Kissinger, Cyrus Vance and 
Lawrence Eagleburger — and a host of 
other former senior officials. These in- 
cluded members of the Bush administra- 
tion — Paul Wolfowitz and James Lilley, 
who served in the Defence Department 
Douglas Paal, Asia specialist at the Na- 
tional Security Council; and former U.S. 
Trade Representative Carla Hills. 

Together, they savaged Clinton's China 
policy in general and Christopher's "disas- 
trous" China visit in particular. Speaker 
after speaker argued that revocation of 
China's MFN status would mean the loss of 
American jobs; that trade would enhance 
social and political evolution in China, thus 
improving human rights; and that good 
U.S.-China relations were essential for the 
security of the Asia-Pacific region. 

The Clinton administration's assistant 
secretary of state for East Asia, Winston 
Lord, had initially been on the forum pro- 
gramme. But he was later "disinvited" 
when the organisers decided they didn't 
want anyone from the current administra- 
tion attending. "Why do I feel outnum- 
bered?" panellist Sidney Jones of Human 
Rights Watch mused out loud at one stage. 
She and the representative from the labour 
union organisation 
AFL-CIO, Jeff Fiedler, 
were the only par- 
ticipants who in- 
sisted that MFN 
must be revoked, at 
least partially. 

For all the big- 
name  lobbyists' 
persuasive power, 
however, China 
does not, directly, at 
least, pay them a 
dime. Beijing does 
spend money on 
public relations 
when it despatches 
big buying missions 
to the U.S. and in 
announcing mammoth purchases from 
Boeing or AT&T. But in Washington, apart 
from Jones, Day, Reavis & Pogue, a law 
firm which lobbies for the Chinese Em- 
bassy here, Beijing has few other "foreign 
agents" on its payroll. Nonetheless, alleges 
one critic, "though the money trail is diffi- 
cult to trace, at the end of the day the Chi- 
nese are paying these people." 

Former U.S. Ambassador to China 
James Lilley tends to agree. "If a consult- 
ant wants to get a competitive contract for 
his client — say, the chairman of a major 
American corporation — part of the deal is 
that [the consultant] will speak out for 
China or that he will deliver Congressional 
or media delegations to China." The con- 
sultant knows the Chinese leaders, the U.S. 


Aa ee a he CS" O D AVae CR 4 





company chairman gets a meeting with the 
relevant ones, the consultant gets paid by 
the chairman, and the consultant propa- 
gandises for China, Lilley explains. “It’s 
never explicitly stated in the contract but 
everyone understands the deal,” he adds. 

But the alleged China lobbyists say that 
they advocated engaging with China long 
before they had personal stakes in China 
business. Former Secretary of State Eagle- 
burger, for one, says he is trying to develop 
business in China, but adds, "1 happen to 
believe that doing business with foreigners 
is what has moved China 
forward as far as it has.” 
As he puts it: “That was 
where | was before, it's 
where I am now and if I 
were doing nothing in 
China, it would still be 
where I am." Another 
former secretary of state, 
Alexander Haig, a con- 
sultant who has his own 
money invested in China, 
says he has no patience 
for "human rights fana- 
tics" who are "drumming 
up the so-called China 
menace at our expense." 

Erin Endean, a former 
trade official who fol- 





Eagleburger: no change in 
position on China business. 


lowed former U.S. Trade Representative 
Hills to her law firm, points out that in 
contrast to many Japan lobbyists who left 
government to work for Japanese com- 
panies, ^we are on the same side of the 
negotiating table as we used to be, al- 
though we may be making a little more 
money now." 

But even critical observers like Charles 
Lewis, director of a private watchdog 
group, the Centre for Public Integrity, 
doubt that a China lobby centred on con- 
servative Republicans can have significant 
influence on President 
Clinton. Lewis stresses, 
too, that whether or not 
Beijing is asking U.S. 
companies to propagan- 
dise, U.S. companies 
have their own interest in 
MFN extension. 

The U.S.-China Busi- 
ness Council's Richard 
Brecher agrees. "The 
shock troops of the pro- 
MEN cause have been the 
hundreds of U.S. com- 
panies that want to do 
business with China, and 
we're winning on the 
merit of the arguments," 
Brecher says. a 


Hong Kong’s Hard Sell 


Hong Kong's commissioner in Wash- 
ington, Barrie Wiggham, faces the same 
pressure from home as many ambassa- 
dors — to produce miracles on Capitol 
Hill and at the White House, and to do 
it cheaply. He isn't doing too badly, 
judging by the results. Threatened with 
serious collateral damage in the China- 
United States dispute, tiny Hong Kong 
has mounted a highly effective lobby- 
ing campaign against revocation of Chi- 
na's most-favoured-nation (MFN) trade 
status. Governor Chris Patten and Chief 

Anson Chan have come to 
Washington to press Hong Kong's case, 
and the list of people in high places they 
met suggests that Wiggham and his 
staff are doing their job. 

Wiggham is helped by the fact that 
Hong Kong has a case to sell. 
The story of the British colony's return 
to China in 1997, suspenseful from the 
start, took on tragic dimensions after the 
1989 Beijing massacre. Patten's attempts 
to bring about democratic reforms ap- 
peal to many Americans, and Hong 
Kong's image as David battling the Chi- 
nese Goliath gives the colony's stand on 
MFN more 

Even so, Wiggham and other Asian 


diplomats say that winning attention in 
Washington is a struggle. "You've got 
to compete with all the other voices 
clamouring to be heard, and you do 
have to play the game as others play 
it" he says. That means hiring profes- 
sional intermediaries. One of the law 
firms retained by Wiggham's office is 
Winston & Strawn, where former Ar- 
kansas Congressman Beryl Anthony — 
a friend of President Bill Clinton — 
works. 

When Wiggham was appointed 
Hong Kong's first commissioner to 
Washington, independent Hong Kong 
legislators charged that the post had 
been created merely as a pre-retirement 
present for the senior civil servant. In 
response, Wiggham sent a letter cata- 
loguing his victories, including meet- 
ings with senior officials and politicians, 
speeches to influential groups, and nu- 
merous media engagements. "This is 
something which, without in any way 
wishing to belittle their own achieve- 
ments, I have to say my colleagues have 
hitherto been unable to aim for," he 


wrote. Wi has indeed become a 
Washington operative. 
m Susumu Awanohara 
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Conflict of 
Interests 


One's loss is the other's 
gain for India, Pakistan 


India's ambassador to the 
United States, Siddhartha 
Shankar Ray, recently wrote 
an acerbic letter to the Wash- 
ington Post. "The U.S. gave 
40 Fl6s to Pakistan,” he 
said, “as a reward for not 
going nuclear. Now it wants to give an- 
other 40 as a reward to Pakistan for having 
gone nuclear.” Ali Sarwar Naqvi, deputy 
chief of mission at the Pakistan Embassy, 
doesn’t see it that way, of course. “The 
question of the Fl6s,” he replied, “is nei- 
ther one of reward nor of penalty; it is a 
matter of commercial transaction . . . The 
U.S. has held up delivery of the aircraft, 
thus making itself liable to the obligation 
of returning payments received." 

It would be an understatement to say 
that India and Pakistan put their own spin 
on a host of issues, ranging from weapons 
proliferation to secessionist movements in 
Kashmir and Punjab. Indeed, when it 
comes to winning diplomatic points in 
Washington, both sides act as if they are 
playing a zero-sum game in which one 
country's gain is always perceived as the 
other's loss. 

What's new in the Subcontinental com- 
petition for international influence, how- 
ever, is that each side is increasingly bank- 
ing on American lobbyists to put its case 
before Washington. 

Pakistan was the first to hire a lobbying 
firm in the U.S. Now, spurred by what they 
perceive as the success of Islamabad's lob- 
bying efforts, and alarmed by what they 
consider a new U.S. tilt towards Pakistan, 
the Indians have done the same. Earlier this 
year New Delhi put down half a million 
U.S. dollars for the services of the small 
but well-connected firm of McAuliffe, 
Kelly & Raffaelli, which has strong ties to 
the Democratic Party. Part of the money 
will be used for the services of the slick 
and aggressive firm of Edelman Public Re- 
lations Worldwide, where former Reagan 
White House staffer Michael Deaver now 
puts to use his insights into the ways of 
Washington. 

Though the Indians also looked at the 
heavyweights in the lobby business, such 
as Akin, Gump, Strauss, Hauer & Feld and 
Patton, Boggs & Blow, they finally chose 
the upstart McAuliffe, Kelly & Raffaelli 
because it was cheaper and offered some 
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useful connections. Its principal mover, 
Terence McAuliffe, was a prominent 
Democratic Party figure in the Clinton- 
Gore election campaign. (He left the firm 
recently to become finance chairman of the 
Democratic National Committee, and the 
firm is now called Raffaelli, Spees, Springer 
& Smith.) 

John Raffaelli is an Arkansan who once 
took law courses from Clinton, and was 
legislative counsel to former Sen. Lloyd 
Bentsen, now Eger secretary. Peter 
Kelly and U.S. Trade Representative 
Mickey Kantor were law partners in Cali- 
fornia. Kelly still works for the firm, but 
his name has been dropped because he 
works from California. David Springer is a 
good friend of Congressman Gary Acker- 
man, chairman of the House of Representa- 
tives Foreign Affairs Subcommittee on Asia 
and the Pacific — a panel of crucial impor- 
tance to India. 

The Pakistanis, meanwhile, are reorgan- 
ising their own lobbying efforts. They have 
been prompted by the change of govern- 
ment at home and the nagging feeling that 
big-time lobbying firms don't always give 
them enough attention. Islamabad has 
dropped the major firm of Neill and Co. 
and engaged the smaller Mark A. Siegel & 
Associates, which has long-standing 
ties to Prime Minister Benazir Bhutto 
and her Pakistan People's Party. One 
reason for the change: "When we 
wanted [the head of Neill and Co.] 
Denis Neill to do something on Capi- 
tol Hill, they would send a young fel- 
low to do it," a Pakistani official com- 
plains. 

Islamabad's agenda in Washing- 
ton has focused on counteracting the 
Pressler Amendment, which halted 
U.S. aid and arms transfers to Pakis- 
tan in 1990 following then-President 
George Bush's inability to certify to 
Congress that Pakistan was not de- 
veloping nuclear weapons. 

Pakistan's lobbying efforts seemed 
to pay off late last year, when the ad- 
ministration proposed eliminating 
the Pressler Amendment. Though 
Congress balked then, the adminis- 
tration is now trying for a one-time 
exemption from the amendment so 
that it can transfer some of the F16s 
which Islamabad has already paid 
for. Pakistan gained this limited suc- 
cess, says one of its diplomats, "because 
we had a case to sell that the Pressler 
Amendment is one-sided, unfair and inef- 
fective.” The amendment does not apply 
to India. 

Islamabad has also received crucial lob- 
bying support from U.S. weapons vendors 
— notably Lockheed, which manufactures 
the Fl6s. “We need to give Pakistan the 
Fl6s to prevent it from pursuing the nu- 
clear option," says Lockheed director Rob- 
ert Lawrence. Congressman Peter Geren of 


Fort Worth, Texas, where the Fl6s are 
made, is eager that they be transferred to 
Pakistan and may push the issue in the 
legislature. 

According to one Indian Embassy 
watcher on Capitol Hill, the Indians took 
the plunge and hired a lobbyist because 

"they were losing the propaganda war 
with Pakistan; they were being beaten up 
on Kashmir." Even Kashmiri dissident 
groups in the U.S. have hired a lobbying 
firm, the expensive Black, Manafort, Stone 
& Kelly Public Affairs, and have won ad- 
herents to their cause in Congress as well 
as the administration. 

The New Delhi-Washington relation- 
ship has taken a bit of a hammering in the 
recent past. The Indians have been irritated 
by Washington's year-long delay in ap- 
pointing an ambassador to India, and New 
Delhi was left fuming after Clinton and 
administration officials made critical re- 
marks about New Delhi's record in Kash- 
mir and Punjab. "We've decided that we 
need advice on the system, on how Con- 
gress functions and whom we should be 
talking to about our concerns," says one 
Indian official. 

Nonetheless, the Indians have a volun- 
teer lobby in the U.S. that the Pakistanis 





They too have very vocal friends in the U.S. 


just can't match: the million-plus Ameri- 
cans of Indian descent, an extremely ar- 
ticulate and affluent group. These Indian- 
Americans have emerged as a significant 
source of political contributions at national 
and local levels. And with India being la- 
belled by Undersecretary of Commerce 
Jeffrey Garten as one of the world's "big 
emerging markets,” New Delhi can expect 
to find more friends among U.S. officials 
as well as businessmen. 

m Susumu Awanohara 
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ASIAN LOBBIES 


Tarnished 
Image 


Indonesia seeks to control 
damage over Timor 


Being among “the most un- 
derestimated countries" in 
the world, as United States 
President Bill Clinton him- 
self put it, Indonesia has 
long been the favourite 
whipping-boy of the U.S. 
Congress. Pressure on Jakarta has mounted 
recently, and the Indonesian Embassy in 
Washington is countering by revamping its 
lobbying effort in Washington. 

The 1991 massacre of East Timorese by 
the Indonesian army in Dili did much to 
blacken Jakarta’s image on Capitol Hill. Ja- 
karta has also had to deal with a new 
Democratic president who is placing heavy 
emphasis on human rights in his foreign 
policy. 

As punishment for the Dili incident, 
Congress in 1992 overrode objections from 
the Bush administration and voted to cease 
military aid to Indonesia, also threatening 
to impose further sanctions. The Clinton 
administration, too, has taken a hard line 
against Indonesia’s behaviour in East 
Timor, raising the issue at the United Na- 
tions and blocking transfer of second-hand 
U.S.-made jet fighters from a third country 
to Indonesia. U.S. Trade Representative 
Mickey Kantor, meanwhile, has pressed 
Jakarta to improve workers’ rights, threat- 
ening to revoke trade privileges under the 
generalised scheme of preferences (Gsr). 

In response to these pressures, the In- 
donesians have dropped their public rela- 
tions firm of 16 years, Hill & Knowlton, 
and hired a high-powered former assistant 
U.S. trade representative and GSP specialist 
to deal with the workers' rights issue. In- 
donesian officials hope that these meas- 
ures, along with help from friends of the 
country in Washington stepping forward 
to argue Jakarta's case, will begin the pee 
ess of improving its image in the U.S. But 
the results of Jakarta's efforts may w ell il- 
lustrate the limits of what lobbying can 
achieve, Congressional critics of Jakarta 
say. Public relations may help up to a 
point, they argue, but Indonesia has little 
chance of making any real headway until 
it displays a willingness to make real im- 
provements in the human-rights situation 
in Timor. 

Indonesia's sensitivity over Timor and 
its sometimes ham-fisted and counter- 
productive attempts to control the issue in- 
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ternationally were highlighted recently by 
Jakarta's reaction to a conference on Timor 
scheduled to be held in Manila from May 
31-June 4. Its ultimately successful attempt 
to pressure Manila into banning attendance 
at the conference by Timorese indepen- 
dence leaders and international human- 
rights activists has raised a storm of pro- 
test (see story page 17). 

Jakarta first acknowledged the impor- 
tance of lobbying in Washington as far 
back as 1977, when it hired Hill & Knowl- 
ton in an attempt to rebuild international 
confidence in its financial system follow- 
ing the huge scandal that enveloped the 
state oil firm, Pertamina. Many have since 
questioned whether Jakarta got its money's 
worth: it paid the public relations firm 
about US$3 million in 1993. One old Indo- 
nesia hand, an American who himself ad- 
vises Jakarta, thinks not. "There was a drop 
in the firm's attentiveness and inputs to 
Indonesia; it wasn't anticipating issues and 
coming up with new ideas to cope with 
them," the adviser says. 

After the Dili incident, Foreign Minister 
Ali Alatas came to Washington for what 
was widely seen as an unsuccessful at- 
tempt at damage control. Facing criticism 
that Indonesian soldiers responsible for the 
Dili killings were getting off too lightly, 
Alatas recalled the My Lai massacre of Vi- 
etnamese civilians by U.S. soldiers, a com- 
parison which didn't go down well with 
his American audience. Alatas was trying 
to defend the indefensible, one human 
rights activist says, adding: "Alatas was 
also getting bad advice." 

So far Jakarta has not replaced Hill & 
Knowlton. Some political work seems to 
have been channelled to public relations 
firms Burson-Marsteller and Smith- 
McCabe, both of which established ties 
with Jakarta in 1992. Knowledgeable 
sources say Jakarta is still looking for a 
more pro-active professional lobbyist, with 
experience in political issues. 

The GsP specialist chosen by Indonesia's 
ambassador to the U.S., Arifin Siregar, is 
Doral Cooper of Crowell & Moring Inter- 
national, a firm which lobbies on trade is- 
sues. Cooper started at the USTR's office in 
1977 and rose to the rank of assistant be- 
fore leaving in 1985. Her job included de- 
veloping and implementing U.S. trade 
policy in Asia and administering the GSP 
programme. 

Siregar is obviously counting on Cooper 
to prepare a convincing case to present to 
USTR Kantor. When the Bush administra- 
tion raised the Indonesian workers' rights 
issue, Jakarta was advised by law firm 
White & Case, which, like Hill & 
Knowlton, was hired in 1977. Although 
Indonesia was spared sanctions at that 
time, some Indonesia hands say White & 
Case, not being experts, were not helpful 
on the workers' rights issue. 

m Susumu Awanohara 
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Lake: a good friend of Japan's car-parts makers. 


Uphill 
Battle 


Japan finds few friends in 
Clinton White House 


By Susumu Awanohara in Washington 


Eighteen months ago, critics 
of Japan in the United States 
watched uneasily as the 
new Democratic president, 
Bill Clinton, invited several 
professional Japan-helpers 
— lawyers, merchant bank- 
ers and lobbyists — in through Washing- 
ton's "revolving door" — from the private 
sector to take up government posts. Com- 
merce Secretary Ronald Brown and 
Deputy National Security Adviser Samuel 
Berger had lobbied for Japanese interests, 
and a host of other key cabinet and sub- 
cabinet officials came from firms with ma- 
jor Japanese clients. 

But if Japan had any illusions that deal- 
ing with the U.S. would become easier, it 
was wrong. Though some sceptics such as 
the Centre for Public Integrity's Charles 
Lewis insist that Clinton has not yet done 
anything that really hurts Japan, Japanese 
officials certainly don't think Clinton aides 
are play-acting when they talk tough and 
refuse to bend during trade talks with To- 
kyo. 

Officials who represent the Japanese 
Government or Japanese companies in 
Washington say they now have to work on 
the U.S. administration at least as much as 
they do on the Congress. "With Republi- 
can presidents in the White House, we 
could count on the administration, in the 
end, to be for free trade. Now no longer, 
says an executive of a major Japanese elec- 
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tronics concern. 

Despite having re- 
duced their U.S. hold- 
ings due to a recession 
at home and some dis- 
astrous investments in 
the U.S., the Japanese 
still have considerable 
interests to protect in 
America. And protect 
them they feel they 
must, in a country 
where "you are eaten 
alive if you don't speak 
up," as the electronics 
executive puts it. 

Most Japanese in- 
terests now seem to 
prefer to lobby quietly, 
however. This has 
been the case espe- 
cially since author Pat Choate and his 
sometime boss, 1992 presidential candidate 
Ross Perot, popularised the notion that Ja- 
pan is threatening U.S. national interests 
with the help of rapacious and all-too- 
obliging American lobbyists, many of them 
former high officials. Choate charged that 
the prospect of later working for the Japan- 
ese compromised the integrity of current 
officials as well. 

Clinton administration officials, espe- 
cially trade negotiators, certainly don't ap- 
pear overly eager to ingratiate themselves 
with the Japanese. One possible explana- 
tion is that many of the negotiators had 
worked as lawyers and bankers for Ameri- 
can companies trying to do business with 
Japan, and saw how devious Japanese bu- 
reaucrats could be when protecting domes- 
tic markets. Moreover, the close security 
relationship with the U.S. that won Japan 
many highly placed friends in Washington 
has diminished in importance with the end 
of the Cold War, leaving economic prob- 
lems to dominate the relationship between 
the two countries. 

Getting along with the White House is 
even more important for Japan than it was 
before, however. As Japanese Embassy of- 
ficial Shin Ebihara explains, when Demo- 
crats control both the White House and 
Congress, as they do now, the Japanese 
don't have a chance to argue against a 
piece of legislation until it is introduced in 
Congress. "By then, an executiv e-legisla- 
tive consensus will have been worked out," 
Ebihara says. 

The Japanese Government doesn't of- 
ten use aggressive lobbying tactics, and 
shies away from hiring many U.S. interme- 
diaries. Typically, Tokyo presses its case 
with the White House through official 
channels — primarily its Washington em- 
bassy and official envoys. Even Tokvo's 
lobbying of Congress is done largely by 
Japanese officials, although here the help 
of American professionals is enlisted. 

A total of 102 lawyers, consultants, pub- 
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lic relations specialists, lobbyists and oth- 
ers are registered with the Justice Depart- 
ment as "foreign agents" working for Ja- 
panese interests. A handful work directly 
for Japanese official entities, though 
Ebihara says the embassy uses its Ameri- 
can intermediaries mainly "to get early 
warnings" and restricts their annual com- 
pensation to "five-digit figures" (tens of 
thousands of dollars). 

"Various firms have come to us offer- 
ing more extensive services and asking 
payment of six-digit figures, but we 
haven't engaged them," Ebihara says. The 
Ministry of International Trade and Indus- 
try, Ministry of Finance and other Japanese 
agencies have their own channels for col- 
lecting information and putting out their 
views. 

Since they do not enjoy the same level 
of access as Japan's ambassador in Wash- 
ington, major Japanese corporations and 
trade associations representing the car, 
steel, electronics and financial services in- 
dustries continue to spend big money on 
their "foreign agents." Lately, however, the 
work of these hired guns appears to have 
been mainly defensive: trving to figure out 
what the new administration is up to and 
how to minimise damage. Japanese steel 
interests have appealed against a sweep- 
ing U.S. anti-dumping action, while finan- 
cial services have worked against threat- 
ened restrictive legislation. Japanese elec- 
tronics companies, meanwhile, have tried 
to hold off sanctions if a market-share 
agreement in semi-conductors cannot be 
honoured. 

Aggressive lobbying by Japanese firms, 
such as Toshiba's campaign in the 1980s to 
stave off U.S. sanctions for illegal techno- 
logy transfers, has more or less disap- 
peared, however. One exception is a so- 
phisticated grassroots campaign by Japan- 
ese-atfiliated car-parts makers in the U.S., 
who oppose a Clinton administration at- 
tempt to set numerical targets for pur- 
chases by Japanese car makers of parts 
built by wholly American-owned firms. 

Rather than sending its staff to argue 
the case with administration officials over 
expensive lunches, the Japan Auto Parts 
Industries Association mobilised the 
American emplovees of its member firms 
to defend their own interests. It urged them 
to call and write their local and national 
representatives, who would in turn pres- 
sure the administration to ease off. 

The campaign, involving sample talk- 
ing points and free telephone lines, was 
masterminded by Mike Lake, a Republican 
lobbyist at the powerful Robinson, Lake, 
Lerer & Montgomery /Sawyer Miller 
Group in Washington. ' ' American workers 
who work at U.S.-incorporated companies 
that pay U.S. taxes have as much right as 
any other workers to protect their jobs," 
Lake says. "It's more effective if the people 
lobby themselves." " 
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On India’s 
Heels 


Pakistan’s president 
follows Rao to U.S. 


By Hamish McDonald in New Delhi with 
Ahmed Rashid in Lahore 


hen India comes calling, can Paki- 
stan be far behind? A Washing- 
ton summit on May 19 with Presi- 
dent Bill Clinton rounded off Indian Prime 
Minister P. V. Narasimha Rao’s official visit 
to the United States. Hot on Rao's heels 
arrived Pakistani President Farooq Leghari. 

Although Leghari was on a private visit 
to attend his son's graduation ceremony in 
the U.S., officials in Islamabad made it 
known that he would meet senior Ameri- 
can officials. The Pakistani president would 
discuss the sale of U.S. F16 fighters to Paki- 
stan and Washington's proposal to cap Is- 
lamabad's nuclear programme. He would 





Rao addresses the U.S. Congress. 


also be briefed on the Rao-Clinton negotia- 
tions on the security of South Asia. 

India and the U.S. reached an explicit 
agreement to work for a global cap on the 
production of nuclear fissile materials dur- 
ing Rao’s visit, an understanding that U.S. 
officials clearly hope will clear the way for 
more detailed discussions on arms limita- 
tions in South Asia. 

Clinton, speaking after his meeting 
with Rao at the White House on May 19, 
said that “differences remain” on nuclear 
non-proliferation as well as human rights, 
but that these could be managed in a “very 
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constructive way” within a broader bilat- 
eral relationship. “We both support a com- 
prehensive test-ban treaty, we both sup- 
port an end to the production of fissile 
materials for nuclear weapons,” Clinton 
said. A joint statement issued later broad- 
ened the agreement to include “weapons 
of mass destruction and their means of de- 
livery 

Rao was not pushed very hard by the 
Americans during a visit that was mainly a 
celebration of India’s economic reforms 
and the new business opportunities the 
country now offers the world. State Depart- 
ment briefings indicated that senior offi- 
cials want to pick up negotiations on prac- 
tical steps to stop a nuclear arms and mis- 
sile race between India and Pakistan. But 
whether New Delhi will consent to move 
from lofty global aims to a regional focus is 
still in doubt. 

Washington is still holding back the re- 
ward of backing for India’s permanent 
membership on the United Nations Secu- 
rity Council. In Senate confirmation hear- 
ings, Frank Wisner, ORE em ry 
to India, said the U.S. supported the candi- 
dacy of Germany and Japan for the Secu- 
rity Council. In India's case, however, he 
felt membership would disturb the “cohe- 
sion" the council was showing on world 
issues. 

Rao has come back to India able to say 
that his arm was not twisted by Clinton. 
Any steps he takes on weapons issues, 
such as declaring a unilateral halt on de- 
ployment of the short-range Prithvi mis- 
sile, will therefore be easier politically. But 
much will depend on parallel U.S, negotia- 
tions with Pakistan over a verifiable cap on 
its fissile material production in return for 
release of F16 fighters and other conven- 
tional weapons. 

On the eve of Leghari's departure for 
the U.S., Pakistani Foreign Minister Aseef 
Ali reiterated his stand that Islamabad 
would consider any U.S. proposal for 
"non-intrusive means to verify that Paki- 
stan’s nuclear programme was not wea- 
pons-oriented." 

But Washington would find it hard to 
settle for verification through its spy satel- 
lites, rather than through an on-site physi- 
cal inspection. Therefore, the U.S. is likely 
to seek further clarification from Islama- 
bad before it can offer more technical de- 
tails on the methods of verification. While 
Islamabad appears optimistic about some- 
how acquiring the F16s, the U.S. could find 
it inconvenient to de-link the aircraft sale 
from a satisfactory agreement on a verifi- 
able cap to the Pakistani nuclear pro- 
gramme. 

A U.S.-Pakistan agreement that allows 
only remote monitoring of Pakistani nu- 
clear installations would not be trusted at 
all in New Delhi, as Indian officials say 
Islamabad has consistently abused Ameri- 
can trust in the past. LI 
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É What 
Patten and his 
bureaucrats 
are doing is 
staving off the 
flood of 
people from 
China until 
1997, when it 
will no longer 
be their 

problem 5 





A caring governor: but what about Ho-tak? 
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The Phantom Governor 





Patten is not even aware of petitions rejected in his name 


ten, was in his element when he addressed 

an Amnesty International seminar on human 
rights in mid-May. It was a topic close to his heart, 
and his audience consisted largely of people who 
saw him as a champion of democracy and human 
rights. 

After paying tribute to Amnesty for its good 
work — though careful not to endorse its proposal 
for the setting up of a human-rights commission in 
Hong Kong — Patten outlined some of the achieve- 
ments of his administration, which include review- 
ing existing legislation to ensure conformity with 
the International Covenant on Civil and Political 
Rights (ICCPR). Thus far, he said, 14 amending bills 
have been enacted. Ten more ordinances are to be 
amended and other legislation is being reviewed. 
“We scrutinise all bills to ensure that they are com- 
patible with the Bill of Rights," he trumpeted. 

Inasmuch as the British Government has always 
claimed that all bills are scrutinised to ensure their 
compliance with the ICCPR, it is unclear how the 
offending bills now being amended got through. 
Perhaps Patten is scrutinising bills more closely than 
did his predecessors. 

The problem is that the extent to which the gov- 
ernor is scrutinising bills or, indeed, anything at all, 
remains far from clear. This lack of gubernatorial 
attention emerged in the question-and-answer ses- 
sion following his presentation. A Western woman 
in a blue dress rose and said: "Mr. Patten, l've been 
listening to your talking about Hong Kong as being 
a wonderful place for human rights . . . . I'd like to 
bring to your attention a little boy called Hai Ho- 
tak, who's six-and-a-half, who's been separated 
from his mother and put in detention for a crime 
that actually he didn't commit. How does this fit 
into the human rights of Hong Kong as you've been 
talking about it?" 

The case had been in the newspapers for weeks. 
The boy's parents say he was born in Hong Kong. 
But the government has maintained he was, in fact, 
born in China and should be sent back there. Only 
three days before 
Patten's speech, the 
press reported that a 
petition to the gov- 
ernor was pending. 

It came as a 
surprise, therefore, 
when the governor 
disclosed he knew 
nothing about it. He 
promised to look 
into the case. It came 
as even more of a 
surprise when it 
emerged that the 
boy's family was in- 
formed the same 
day that Patten “had 





T he 28th governor of Hong Kong, Chris Pat- 
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considered the case carefully” and had upheld the 
decision to send him to China. 

It then emerged that Patten actually does not 
read petitions addressed to the governor. They are 
routinely handled by bureaucrats acting in his 
name, sometimes the very bureaucrats against 
whose decisions the appeals have been lodged. Such 
an arrangement subverts the appeal system. This 
sounds like something that should interest Hong 
Kong’s ombudsman, who is supposed to investi- 
gate cases of maladministration. 

The governor is, in a real sense, a court of last 
resort. The law gives him the authority to grant 
clemency where there are compassionate grounds. 
By closing his eyes and ears to petitions from terri- 
fied children and other unfortunates, Patten de- 
prives the people of Hong Kong of an important 
avenue of redress. By allowing decisions to be made 
in his name, without his knowledge, he further sug- 
gests how much — or how littl cares about 
the little people of Hong Kong. 


he irony is that, under the Basic Law (the 
i post-1997 mini-constitution for Hong Kong 
drafted by China) children like Ho-tak, whose 
parents are permanent residents, will themselves 
have the right to live in Hong Kong. The govern- 
ment says there are 400,000 people in China eligible 
to come to Hong Kong. What Patten and his 
bureaucrats are doing is staving off the flood of 
people until 1997, when it will no longer be their 
problem. 

The governor, a good family man who said on 
his 50th birthday that his wish was to spend more 
time with his family, says that Ho-tak had to be 
sent back because the boy is a queue jumper who 
should wait his turn. It would be unfair, he says, 
to the thousands waiting in China to allow him to 
stay. To justify deportation, Patten has said: "It is 
not the government that chose in the first place to 
separate mother and child. The mother made that 
decision herself." If the mother, who has three 
other children, found it necessary to temporarily 
place the child with a relative, it does not in any 
way make it right for Patten to forcibly break up 
the family now. These are not the words of a 
warm, caring person. 

The government has no proof that Ho-tak was 
born in China. But in Patten's Hong Kong, it seems, 
criminals are innocent until proven guilty but not 
six-year-old boys. And even if Ho-tak had entered 
Hong Kong illegally — an unproven assumption — 
his presence in Hong Kong in no way delays those 
waiting in China. On the contrary, sending him to 
China lengthens the queue. 

The governor's handling of this case is seriously 
damaging his image among his core constituents in 
Hong Kong, such as expatriates and Western-edu- 
cated Chinese. And if he loses their support at home, 
it won't be long before his image as the champion of 
Hong Kong is sullied in the West. * 
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“A watch is just a watch, so long as 

it tells the time.” It’s the kind of state- 
ment that makes us all the more 
determined to safeguard one of life’s 
irreplaceable pleasures — the multi- 
dimensional time of complicated 
watches. 


For more than 150 years we have been 
-. making timepieces for men and women 
-— who see beyond ordinary time. Einstein 
owned a watch made by us fig. 1, so 
did Tchaikovsky, Wagner, Marie Curie 

. and Charlotte Brontë. Each of them — 
© whether scientist, musician or writer — 


| : had the rare gift of being able to exploit - 


-| time as a creative element in their 
= work. 


Today we are still recognized as the 

= only watchmakers whose timepieces 

`> adequately convey a sense of outstand- 
— ing personal achievement. We can rise 
-. to your greatest occasion with a total 
of 33 horological complications — far 
- beyond the capabilities of any other 
watchmaker. Our Calibre 89, the most 
complicated portable timepiece ever 
built fig, 2, expresses the full scope of 
time: astronomical time — from a star 
chart geared to the apparent movement 
-of the heavens, to the times of sunrise 
and sunset; seasonal time, sidereal 
time and the equation of time fig. 3; 
long time in the 400-year cycle of the 
Gregorian calendar; short time with 

a split-seconds chronograph; the sound 
of time in a Grand Strike, chiming 

the hours and quarters, in passing, 

on a Westminster carillon; spiritual 

-© time in the date of Easter; and time 

_ that escapes gravity in the tourbillon 
.. escapement. 






For more information, 


2H ong Kong: 


TO TIME... 


If you find the Calibre 89 a little incon- 
venient for.everyday use, our watch- 
makers have brought together the 

more essential complications in a 
number of wristwatches. You can be 
assured that each represents the finest 
watchmaking in the world. 


You may find your most treasured 
possession in the handsome tonneau- 
shaped, perpetual-calendar watch fig, 4. 
The unique combination of a fly-back 
dates-hand showing the progression 

of the month, and a minute-repeater, is 
a refinement that took us about four 
years to develop. 


You will appreciate that there are no 
half measures in complicated watch- 
making. We are building precision 
timekeeping instruments that you will 
expect to perform faithfully for a 
century or more. In our self-winding, 
perpetual-calendar wristwatches fig. 5, 
our own design and superlative crafts- 
manship ensure that the calendar 
mechanism absorbs an infinitesimal 
amount of power as it smoothly changes 
the day, date and month, records 

the quarters of the day and the leap- 
year cycle. The moon-phase in our per- 
petual calendars is extremely precise, 
taking 122 years and 45 days to accu- 
mulate the hardly discernible variation 
of a single day. | 


Our perpetual-calendar and chronograph 
combination fig. 6 finds particular 
favour among collectors who enjoy the 
finer points of mechanical watchmak- 
ing. Through the sapphire-crystal 
caseback, you can admire the exquisite 
hand- finish of our movements and 
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bring into play the precisely coordinated 
actions of the column-wheel, levers and 


gears fig. 7. 


Impeccable workmanship is taken for 
granted by those who wear our watches. 
But if you choose one of the half-dozen 
or so slim, self-winding, perpetual- 
calendar repeaters fig. 8 that we com- 
plete each year, you can expect much — 
more. We have encapsulated in our 
most sophisticated wristwatch the an- 
cient and authentic sound of time. 
Celebrate a moment — any moment — 
by making the mechanism ring the 
hours, quarters and minutes with the 
pure, clear resonance that only we have 
been able to achieve in a minute- 
repeater, 


Those who consider a watch is just a 
watch, so long as it tells the time, will 
be gratified to learn that in this elegant 
wristwatch fig. 9, time is told both by a 
minute-repeater and by an observatory- 
rated chronometer. In it moves the most 
ingenious compensation device known 
to horological engineering. The rotating . 
tourbillon cage literally absolves the 
watch's regulator from the laws of gravity - 
removing one of the last obstacles to 
the final frontier of mechanical precision. 


But if you seek that extra dimension 

to time, to mark your achievement, to 
inspire your creativity or simply to 
enjoy sublime watchmaking, you will 
almost certainly wear one of our 
timepieces one day. You will then come 
to recognize the touch of the world’s 
finest watchmakers fig. 10, and know 


that the name on the: dial can only be 


Patek Philippe. 


Fairfield Enterprises Lid., Room 809, Wing On Pisa 62 Mody Road. Tsimshatsni East, Kowloon. 















fig. 4: Ref. 5013. Self-winding, 
minute-repeating wristwatch with 
perpetual calendar, moon-phase 
and a retrograde dates-hand, 
which flies back to the beginning 
of the month after reaching the 
28th, 29th, 30th or 31st day. 
In Patek Philippe wrist- 
watches, the buckle and the 
hidden pins that secure the 
strap are of gold. 
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fig. 8: Ref. 3974. 

The confidence of a 
smoothly functioning 
perpetual calendar, and 
the pleasure of hearing 
the time, combined in one | 

S 3 3 ac OX of Patek Philippe's most 
m 3 EL) *. GAY b LD BB sophisticated wrist- 


watches. 


fig. 1: Einstein 
daily inspi- 


ration, 





hig. 9: Ref. 3939. A minute-repeater which 
is also a rated chronometer. A tourbillon 
device cancels out the effects of gravity. 





hig. 10: Ref. 3919. The gentleman’s 
classic wristwatch, One of the many intro- 
ductions to Patek Philippe's dimensions 
of time. 
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hig. 2: Time on a cosmic scale AN 1 

in the Calibre 89 — the most \ 

complicated portable timepiece. 


fig. 3: The sidereal dial of the Calibre 89 
features spiritual, seasonal and astronomical 
time, as well as a revolving star chart. 
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fig. 6: Ref. 3970. The perpet- 
ual-calendar chronograph... 


fig. 7: displaying the 
poetry of traditional 
hand-finishing. 














fig. $: Ref. 3940. The finish on the 
case and the bracelet reflects the perfect 


functioning of Patek Philippe’s ' Sak PATEK pH | | | PPE 

ultra-thin (3.75 mm), self-winding, t. i. 

perpetual-calendar wristwatch with | | 6 E N EVE | 
$ | 


moon-phase. 
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TRAVELLERS' TALES 





NEWS YOU CAN ABUSE: A reader from 
Kuala Lumpur tells me that he finds the 
news rather predictable these days. "You 
could probably write it a month in ad- 
vance," he said. I can't turn down a chal- 
lenge like that. Next month's headlines: 

> A foreign teenager was hanged in Sin- 
gapore after being found guilty of spray- 
painting "I like chewing gum" onto an 
unflushed urinal. 

> North Korea claimed the 2-kilogram 
lump of plutonium it had imported was 
purely for use as a paperweight. “Any sug- 
gestion that it will be diverted for non- 
peaceful uses is absurd," said a Pyongyang 
spokesman. 

»> Japanese Prime Minister Yohei Kono is- 
sued a public apology to the United States 
for the American Civil War of 1861. 

> Bobbi Hewkin, 76, of Little Rock, Ar- 
kansas, became a media sensation after re- 
vealing that she had never had sex with 
former Governor Bill Clinton. 





TONGUE DEPRESSOR: Peter Grout of 
Shanghai recently met Wang Jihua of 
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Zhangjiang Hi-Tech Park Development 
Corp., and was surprised to learn from his 
business card that his title was “Derision 
Economist.” I assume his job is to wait un- 
til the government publishes statistics, and 
then deride them: "You've got a deficit 
again, nyeh-nyeh na nyeh-nyeh." 





Have a tale to tell? Call (852) 508 4382, fax 
(852) 503 1530 or write to GPO Box 160, 
Hong Kong. 


SINGAPORE 


A Four Seasons+ Recent Horet 


Minos 


HILLS. CHIANG 


MAI. 


BAR CHART: The authorities in Singapore 
are updating their Chinese vocabulary list. 
Jonas Kuliang sent me an article on the 
subject from the Straits Times, which said: 
“To Singaporeans, the term xia hai, for ex- 
ample, means to become a bargirl. But in 
China, it means to plunge into the business 
world." Seems to me that both users are 
plunging into the business world. 





WET SUIT: Men, are you effeminate? Camp? 
Like to wear nancy-boy clothes? Then rush 
(or mince) without delay to Wellington 
Street, Hong Kong, where you'll find a Cissy 
Tailor. It'S amazing the specialisations in the 
garment trade today. 
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GIMME A TOMATO AND GET 'EM OFF: 
Westerners' inability to master Oriental 
tones leads to frequent disasters in Hong 
Kong. 

Foreigners who ask market women for 
a vegetable called choi sum sometimes in- 
spire outrage, I hear from Nisha Chugh. 
They say chui saam, which means: "Take 
your clothes off." 

Author Robert Cottrell, attempting to 
ask a large, hairy taxi driver to take him to 
the village of Sek O, unfortunately said sek 
(ng)oh, which means "Kiss me." 

Beware when asking for a light in a res- 
taurant. Da foh gei (cigarette lighter) is dan- 
gerously similar to da folgei (beat up the 
waiter). 

Conversely, the interchangeability of 
“R,” “L” and “N” in Oriental speech also 
leads to confusion. TV reporter Steve 


Herman read in Joyful Tokyo magazine 


that pianist Richard Creyderman and the 
Glen Mirror Orchestra were coming to 
Japan. 

People who phoned up the Hong Kong 
Hilton and asked to be put through to Bri- 
tish actor Terry Scott last year were put 
through to the Tennis Court. 

Gerald Hansen of GE Quartz in Tokyo 
imagined what the Jane Fonda equivalent 
would shout during work-outs at the Ja- 
panese Earobics Athretics sports stadium 
(left). "All together now: ealrobe light; 
ealrobe reft; ealrobe light; ealrobe reft." 





ROBBED: | am bitterly disappointed to 
learn there is no such firm as “Thieves 
Insurance Co.” as mentioned in the Nation 
newspaper of Thailand earlier this month 
and quoted here last week. Apparently it 
was a misprint for Theves Insurance Co. 
The misprinted version is far more 
memorable. Is it too late to change the 
name? 





LOOSE JUICE: Mark Hodges of ESE In- 
ternational, Florida, sent me the label of a 
tin of Nellie and Joe’s Key West Lime Juice, 
which has “Suggestive Uses” printed on 
the back. If Nellie and Joe think making 
key lime pie is a suggestive use, they have 
pretty limited imaginations. 





MOUTH-WATERING: Colin Davis saw this 
outside a food shop in Honoka’a in Hawaii. 
After investigating, he said with relief: 
“Although some health faddists advocate 
urine therapy, the ‘Split Pee Soup’ was 
based on a more traditional recipe.” 

In Taiwan, some people drink their own 
urine with ice for health. | recall an article in 
the China Post which said: "Local people 
who have tasted their own urine told the 
newspaper it is similar to beer." 

Having tasted Taiwanese beer, | find this 
eminently believable. 
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Thyangboche monastery: Nepal discovers that mountains and mysticism are not enough. 
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Nepal's Losing Streak 


Ailing travel industry seeks to lure more foreign visitors 


By Jug Suraiya 


s the cards slide across the baccarat 
tables at the plush Casino Everest 
in Kathmandu, the wager at stake 
is higher than meets the eve — US561 mil- 
lion. Nervously waiting to see how the 
scene plays out are scores of Nepalese ho- 
teliers and tour guides who make up the 
country’s tourism industry. On a losing 
streak since 1992, they hope the tiny king- 
dom can reverse its dwindling tourism for- 
tunes and hit the jackpot once again. Much 
is riding on the outcome 

Once the country’s biggest foreign-ex- 
change earner, Nepal’s tourism industry is 
today literally on the mat. At USS61 mil- 
lion per year, revenue from tourism has 
fallen far behind the US$200 million in ex- 
ports that the carpet industry brings in 
each year. But beyond much-needed in- 
come, Kathmandu wants to attract tourism 
as a means if opening inaccessible areas of 
the country. Improved roads, telecommu- 
nications and electricity, it hopes, will pave 
the wav for business in other industries. 





40 


For that to happen, however, Nepal 
must first stop the tourism sector’s down- 
ward spiral. The number of visitors who 
“trek” Nepal has fallen to 280,000 last year 
from over 330,000 in 1992, a drop of almost 
18%. Some industry analysts fear this sea- 
son's figures could plummet even further. 

[hough real and perceived political and 
social turbulence in India and Nepal has 
been largely responsible for the decreased 
trattic, part of the problem has also been 
the age-old realisation that nothing fails 
like unplanned success. With its mix of 
mysticism, mountains and supermarkets, 
Nepal was marketed as a jet-age Shangrila 
tor the contemporary explorer during the 
boom years of the 1980s. 

But when tens of thousands of people 
began to pour into Kathmandu’s crowded 
lanes, the past wasn’t quite ready for the 
present. Lounging bulls vied for right of 
way with an increasing fleet of sightseeing 
l'oyotas, while a jumble of shops selling 
imported goods, mass-produced antiques 
and even American-style apple pie 
sprouted up to cater to visitors. Lost in the 
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rush to serve the high-spending tourists 
was some of the purity and isolation that 
had attracted them to Nepal in the first 
place. 

In fact, so bad did the situation become 
that Newsweek recently carried a two-page 
article titled “Goodbye to Shangrila 
which, among other issues, addressed the 
problem of Kathmandu's increasing pollu 
tion. Immediately, a number of residents 
and visitors began to don face masks 
against the city’s smog, even though many 
considered it to be more imagined than 
real. Polluted or not, the image of a smog- 
choked Kathmandu has not helped attract 
new visitors. To add to the tourist turn-of! 
the government last year arbitrarily dou 
bled the visa fee for third-country visitors 
to USS40; departure tax at Tribhuvan air- 
port is also a punitive Rs 600 (US$13). 

Although tourism has been dubbed an 
industrv ever since the late 1960s, local 
businessmen say the Nepalese Govern 
ment has vet to implement a cohesive 
policy to promote it. The recently formed 
lourism Promotion and Development 


al, 


Committee, for example, has already been 
dismissed by several industry spokes- 
people as additional bureaucratic baggage. 
Its promotional fund of Rs 5 million, 
shared between the government and the 
private sector, is considered too little to 
make much of an impact. “It won't buy us 
even a week's exposure in the international 
media," complains Dubby Bhagat, manag- 
ing director of Kathmandu-based World 
Travels. “We'll still have to rely on word- 
of-mouth publicity, as we always have 
done.” 

Similarly, politics has slowed an ad- 
vance in targeting visitors. A draft paper 
designed to coordinate the government's 
tourism effort has been completed, but has 
vet to be presented to Prime 
Minister Girija Prasad Koi- 
rala, who doubles as head of 
the National Tourism Coun- 
cil. “He has been too preoc- 
cupied with other affairs," 
says Tourism Minister Ram 
Hari Joshi, delicately refer- 
ring to mounting opposition 
to the government from both 
outside and within the ruling 
National Congress party. 

Despite the clear need for 
a regulatory policy covering 
tourism, relief does not seem 
to be around the corner, The 
likelihood that coherent regu- 
lations will emerge remains as remote as 
Kathmandu's proposed second interna- 
tional airport, which will help decongest 
the city, but still exists only in its pre-pre- 
planning stage. 

“The real problem is that tourism has 
always been treated like a milch cow be- 
cause of its so-called ‘luxury’ image," ex- 
plains Yogendra Sakya, president of the 
180-member-strong Hotel Association of 
Nepal. “The government has sought to 
take as much as it can out of it without 
putting anything back in return." 

In à wav, Sakva's Kathmandu Guest 
House parallels the story of local tourism. 
Starting as a small family residence in 1971, 
the hotel now has 115 rooms — ranging 
from US$2 a night to USS23 — centred at 
the hub of the popular Thamel district. 
Once à residential backwater, Thamel has 
become a cosmopolitan potpourri of ho- 
tels, budget lodges, trekking gear shops 
and cafes specialising in nouvelle Kath- 
mandu cuisine (which includes everything 
from Tibetan momos to authentic wiener 
schnitzels). 

But today Thamel is reeling, as are the 
rest of Kathmandu's tourist spots. “Soft” 
adventure is Sakva's remedy for ailing 
tourism. Pointing out that the lure of su- 
permarkets and casinos will inevitably di- 
minish, he posits "not-too-energetic adven- 
ture tourism" as a means of drawing not 
only the "greving" overseas. market, but 
also Indian families attracted by Nepal's 
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"naturally air-conditioned" climate. To that 
end, he is opening a 50-room luxury hotel 
one hour outside Kathmandu in Nagarkote 
— 2,160 metres above sea level — where 
on a clear day vou can see, if not forever, at 
least Everest. 

Shyam Panday, an industrialist and the 
owner of Hotel Shangri-La in Kathmandu, 
is equally positive about eco-friendly, out- 
doors-oriented tourism. Undaunted by fall- 
ing arrival figures, he is planning to build 
chalet-style tourist accommodations in the 
hill resort of Kakani, renowned for its spec- 
tacular Himalayan sunsets, and Pokhara, 





where two lakes reflect the glacial soar of 


Machupuchara, the fish-tailed mountain of 
picture-postcard fame. “We don't expect 





Kayaking on the Sunkosi River; top: trekking trail near 
Mustang. 


the government to intercede on behalf of 
tourism, only to facilitate it by letting us 
get on with the job," says Panday. 

With or without government support, 
Nepal's biggest self-promoter is, quite lit- 
erally, the biggest attraction in the world. 
"Our unique selling point is Everest, and 
as long as we have that we can't lose," says 
Utpal Sengupta, vice-president of Tours of 
Enchantment, which, among other projects, 
hopes to popularise Kathmandu-Tibet 
packages in the Indian market. India 
currently accounts for roughly 30% of 
Nepal's overall tourist traffic and helps fill 
the lean months between April and Octo- 
ber. 


But haven't Nepal's trekking routes be- 
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come — in the words of Sir Edmund 
Hillary — the world's highest garbage 
dump? Not so, says Stan Armington, an 
American who for the past 20 years has 
organised ' 'designer" treks high in the thin, 
cold air of the Nepal Himalayas. He says 
parts of the country remain clean and un- 
spoiled, though he concedes that the bar- 
gain-basement trekking agencies could 
jeopardise future business. 

Those fears are shared bv Brian Whyte, 
an ex-Calcuttan who organises treks and 
river-rafting excursions on the Trishuli 
River. “Most of these hole-in-the-wall out- 
fits are just out to make a quick buck by 
supplying a cheap, substandard product 
with no thought of repeat customers," says 
Whyte. 

Unfortunately, as Nepal faces hard 
times, cut-price competition is increasingly 
affecting an overcrowded field. Dwarika 
Shrestha, who runs the Chitwan Jungle 
Lodge, one of the six safari resorts situated 
in the Royal Chitwan National Park, esti- 
mates that in the past four years about 50 
unregulated lodges have sprung up in the 
Sauraha area, “with three or four more 
coming up every year.” According to him, 
these lodges account for some 80% of the 
low-budget trade and are upsetting the 
park’s ecological balance. “At this rate, 
when people go into the jungle on ele- 
phant-back to look at animals, all they'll 
see is other tourists looking 
back at them," says Shrestha. 

But if those connected to 
Chitwan National Park's for- 
tunes worry about the effects 
of unregulated tourism on 
the sanctuary's fauna, those 
in Kathmandu continue to 
cry for more tourists who 
stay longer. The average 
length of a visitor's stay in the 
country is three nights and 
four davs. With trekking 
thrown in, the average stay 
jumps to 10 nights and 11 
days. More out-city soft ad- 
venture, therefore, means 
more hard cash. 

If all goes well, that cash 
may be forthcoming. “I'm expecting 60% 
occupancy this year — up by 10% from 
last vear," says Badri Tamang, general 
manager of Kathmandu's Everest Hotel, 
keeping his fingers half-crossed as he 
makes the projection. Even in the encircling 
gloom of pollution and frequent power 
cuts, other hotel operators are similarly 
optimistic, if not also a bit ambivalent. The 
reason why is telling: Nepal's economy 
and tourism dilemma today is such that 
the country might well be damned if it 
does — but it will surely be damned if it 
doesn't. s. 


HAHM NYIHU 


Jug Suraiya is a senior editor at The Times of 
India. 


41 


BOOKS 


Prince in the Spotlight 








Sihanouk: Prince of Light Prince of 
Darkness by Milton Osborne. Allen & 
Unwin, Sydney. A$39.95. 


It is difficult to read a biography of one 
of Asia’s most remarkable statesmen after 
discovering, in the introduction, that the 
author did not feel it necessary to inter- 
view Norodom Sihanouk of Cambodia or 
even some of the personalities who have 
worked with him closely. To have done so, 
in the words of author Milton Osborne, 
would have "compromised the author's 
ability to write in frank terms." A strange 
explanation for an acute lack of research 
on the personality, character and goals of 
the king of Cambodia. 

Osborne, a specialist on Cambodia, has 
written several books on the country. But 
his latest effort is disappointing because it 
appears to be an expanded version of his 
Before Kampuchea, pub- 
lished in 1979 by Allen & 
Unwin. 

The present book, like 
the previous one, is based 
on a diary kept by the au- 
thor during visits to 
Cambodia between 1967 
and 1981. The author 
held no new interviews 
for his biography of Siha- 
nouk. Instead, he quotes 
extensively from two 
other works on the coun- 
try, also by Australian 
specialists who share 
Osborne’s dislike for Si- 
hanouk. 

Osborne presents Si- 
hanouk as a man obses- 
sed with power to the point of cruelty, who 
is distracted from affairs of state by his pas- 
sion for producing ridiculous amateur 
films and whose political career should 
have ended with the coup that deposed 
him in March 1970. The reader is left with 
the impression that the author did not 
want Sihanouk to survive the Lon Nol 
coup, the Pol Pot years and the Vietnam- 
ese invasion of 1979 to become, in 1993, 
Cambodia’s first constitutional king, fol- 
lowing, UN-supervised elections in which 
the party formed by Sihanouk in 1981 
emerged as the winner. 

Oddly, Osborne recognises Sihanouk's 
ability to remain in power as long as he 
has, yet he fails to explain the relationship 
between the Cambodian peasantry and Si- 
hanouk. This he dismisses as part of the 
peasantry’s belief that Sihanouk possesses 
semi-divine qualities, adding that while the 





42 





peasants are genuine in their warm regard 
for Sihanouk, their affection is conditional. 
Yet hundreds of peasants gave their lives 
for Sihanouk immediately after the Lon 
Nol coup of March 1970, while several 
thousand others joined the Khmer Rouge’s 
ranks to struggle against Lon Nol and the 
Americans. 

Osborne gives an account of the so- 
called Samlaut rebellion, insisting that it 
was an outbreak of largely spontaneous 
resistance to Sihanouk’s government ac- 
tions by peasants in the northwestern prov- 
ince of Battambang. He states that the re- 
bellion had nothing to do with the activi- 
ties of the radical, pro-communist left that 
had been established in Battambang for 
many years. And he fails to mention that 
in a speech given in late September 1977, 
Pol Pot himself admitted quite bluntly that 
the Samlaut uprising had been a struggle 
to death between his 
Khmer Rouge revolu- 
tionaries and the Royal 
Cambodian Army. 

Indeed, in April this 
year, the Khmer Rouge 
army gathered in the 
Samlaut region, and used 
it as its headquarters to 
launch an offensive that 
enabled the Khmer 
Rouge to regain control 
of Pailin from the royal 
government. 

So much for domestic 
politics. When it comes 
to foreign affairs, Siha- 
nouk does not fare any 
better. Osborne totally 
ignores the crucial role 
played by Sihanouk in the peace process 
in Cambodia. While much credit is given 
to Australian Foreign Minister Gareth 
Evans, the fact remains that Evans’ 1989 
plan was based on proposals made con- 
tinuously by Sihanouk since 1979, when 
Vietnam invaded Cambodia. It is acknow- 
ledged by international observers that 
without Sihanouk’s involvement in the 
peace talks, they would not have been suc- 
cessful. 

Much has already been written about 
the personality, character, aims and actions 
of Sihanouk. It is true that his rule over 
Cambodia in the 1950s and 1960s was far 
from perfect, yet he always managed to 
remain popular with a great majority of 
the Cambodian population by promoting 
a national consciousness and unity of pur- 
pose that brought modest but solid pros- 
perity and progress to Cambodia. He also 
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kept the country from entanglement in the 
conflagration of war that was destroying 
Cambodia's neighbours, Vietnam and 
Laos. 

The major flaw of Osborne's book is 
simple: by not conducting interviews with 
common people in Cambodia, he offers 
readers nothing about their views on the 
person who brought them independence 
and led them for 22 years in relative peace 
and freedom. m Julio A. Jeldres 


Julio A. Jeldres is the official biographer of 
King Norodom Sihanouk in Phnom Penh. 





Dharma Bucks 


Thick Face Black Heart by Chin-Ning Chu. 
AMC Publishing, PO Box 1738, Mill 
Valley, California. US$19.95. 

Buddhist Economics by Prayudh Payutto. 
Buddhadamma Foundation, Bangkok. Balit 
120. 


Both these books bring Eastern spiritual 
teachings to the worldly problem of mak- 
ing money, but reach different conclusions. 
The more muddled of the two, Thick Face 
Black Heart, presents Chin-Ning Chu's self- 
help system for winning spiritual and ma- 
terial riches. 

Inspired by Thick Black Theory 
(houheixue), a primer on Machiavellian 
techniques for ambitious Chinese bureau- 
crats, “thick face” refers to the ability to act 
without regard to what others think, while 
“black heart” is the willingness to ruth- 
lessly pursue one’s goals. Mastering these 
two qualities, Chu promises, will transform 
a person into an invincible force for gain- 
ing money, power and fame. 

Chu is quick to warn would-be thick 
face practitioners that without a spiritual 
dimension, the practice inevitably leads to 
ruthlessness and hypocrisy. But rather than 
confront the ethical implications of her 
dog-eat-dog techniques, she dresses up her 
teachings in a hodgepodge of pop-psychol- 
ogy, Buddhism, Confucianism, Hinduism 
and Christianity. 

Using parables, proverbs, accounts of 
her own divine revelation and quotes from 
such sages as Mahatma Gandhi and Texas 
oil man T. Boone Pickens, Chu admonishes 
us to surrender to the grace and guidance 
of Dharma, to discover the Divine plan or- 
dained by our Maker and to strive to trans- 
form ourselves from victim to victor. The 
fruit of this practice is an enlightened state 
in which “we incorporate the sublime spir- 
itual insights into the ruthless business 
world [and], we gain the best of both 
worlds.” 

While Chu's techniques may give direc- 
tion to those lacking confidence in their 
spiritual and professional lives, her teach- 
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Ted Bates 


"Its about communication between people. 


The rest is technology." 


LARS RAMQVIST, President and Chief Executive Officer, Ericsson. 





We expect to be able to communicate with anyone, at any time, anywhere. To be liberated 
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ings remain ethically ambiguous. Like so 
many affluent, feel-good spiritual guides, 
she steers clear of hard moral questions be- 
cause they might demand the less blissful 
qualities of restraint and renunciation. In 
the end, spiritual attainment — in the form 
of sublime insight and esoteric transforma- 
tion — seems to justify the ruthless acqui- 
sition of wealth. 

By contrast, Buddhist Economies, written 
by Thai monk-scholar Prayudh Payutto, 
confronts the ethics of making money in a 
way that is practical without being 
preachy. Drawing from the Pali Canon (of 
Theravada Buddhist scriptures), Payutto 
examines the psychological forces that fos- 
ter the reckless pursuit of wealth, offers 
methods for judging the ethical value of 
economic activity and imparts ancient fi- 
nancial wisdom from the Buddha: “Wealth 
rightly gained has four paths of decline. 
They are, to be a womaniser, a drunkard, a 
gambler, and one with evil friends.” 

By Payutto's standard, the amount of 
wealth one acquires is inconsequential so 
long as that wealth is used to support spir- 
itual development and an ethical life. As a 
guide to the ethical life, Payutto introduces 
a pair of Pali terms — tanha and chanda, 
two varieties of human desire. 

Tanha is the insatiable, selfish desire for 
sensual pleasure and the blind ambition for 
money, power and status. Chanda is the 
more generous desire for well-being, com- 
fort and harmony within one's self, family 
and society. Spiritual development in- 
volves renouncing the objects of tanha and 
cultivating one's capacity for chanda. 

In economic matters, one can make 
ethical judgments by determining whether 
tanha or chanda predominates. Industries 
that cater to vanity, ambition or sense 
craving (tanha), while at the same time 
undermining health and well-being (chan- 
da) are most suspect. Extreme examples 
are alcohol, tobacco and arms production. 
On the other hand, if we earn money 
through a livelihood that fosters well-be- 
ing — and spend that money to spread 
true benefit to our family and community 
— then there is no ethical limit to the 
amount of wealth we can acquire. 

Payutto also encour- 
ages us to judge economic 
activity by taking a wider 
view of the external conse- 
quences. If an enterprise 
must ravage society and 
the environment to satisfy 
demand, then it ultimately 
does more harm than 
good. The ethical course, 
he says, is to restrain our 
desires and seek a harmo- 
nious balance with the uni- 
verse. 

For Payutto, harmony 
with the universe starts 
with the responsible aw- 
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Phic Debvadi (Prayudh Payutto) 





areness that economic ac- 
tivities do not end with our 
own personal success and 
satisfaction, but continue to 
exert their consequences 
long after we are sated. 
Given the destruction 
wrought by heedless pro- 
duction and consumption, 
Payutto's ideal of universal 
harmony seems less of a 
spiritual head-trip than a 
practical necessity. 

m C. Jourdan Anderson 


C. Jourdan Anderson is a 
writer based in Bangkok. 





Outvoiced 


S. E. Asia Writes Back! SKOOB Pacifica 
Anthology No. 1. SKOOB Books, London. 
£5.99. 


5. E. Asia Writes Back! is an ambitious 
but ultimately disappointing anthology of 
post-colonial prose and poetry in English. 
Part of the laudatory SKOOB Pacifica se- 
ries of contemporary Singaporean and 
Malaysian fiction and poetry, this antho- 
logv, ‘edited by C. Y. Loh and I. K. Ong, is 
beset by its own problems of cultural iden- 
tity. Interlaced with a smattering of aca- 
demic analyses, over one fourth of its 
pages are devoted to addresses and writ- 
ings of Nobel laureates and prominent 
writers not from Southeast Asia, two of 
whom, Mishima and Kawabata, did not 
write in English. The contributors are al- 
most exclusively from Singapore or Ma- 
laysia, with only one writer from the Phil- 
ippines and another from Thailand. If, as 
English academic John McRae argues in 
his introduction, Southeast Asia is a dis- 
tinct cultural entity, then the selections 
should have been more inclusive to make 
a convincing case. 

McRae is on solid footing w hen he 
writes: “The best and most universal writ- 
ing starts out as local.” 
However, too often in the 
prose selections here, au- 
thors seem intent on flying 
the local colours at the ex- 
pense of narrative flow 
and emotional impact: 
they seem intent on prov- 
ing their Southeast Asian- 
ness by cataloguing the 
details of local cuisine, cos- 
tume and mores rather 
than allowing the details 
to serve the story and char- 
acter development more 
naturally. 

The stronger pieces in 
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the anthology move past 
detail and into the region's 
cultural and social ten- 
sions. In Making Coffee, Sin- 
gaporean Philip Rajaret- 
nam writes with the as- 
suredness of a middle-age 
malaise that goes bey ond 
the narrator to the national. 
An excerpt from K. S. 
Maniam's first novel, The 
Return, sensuously cap- 
tures the sights, sounds 
and smells of village and 
small-town Malaysia as he 
explores the psychological 
and social costs of cultural 
imperialism. A young Ta- 
mil's introduction to English-language 
education and his fascination with the fair- 
haired English boy Ernie, the symbol of 
"E" in his alphabet primer, are the begin- 
ning stages of the self-alienation that the 
novel chronicles. However, a more com- 
pelling excerpt would have been the fol- 
lowing chapter where the boy's teacher, 
with her sexual repression and obsession 
with the cleanliness of her dark-skinned 
charges, is a frightening instrument of self- 
hate, marginality and cultural and familial 
estrangement. 

Some of the strongest writing in the col- 
lection is that of Malaysian Lee Kok Liang. 
Five Fingers is a spare, effecting, portrayal 
of the repressive power of custom: his im- 
age of two hands caressing through a hole 
in a brick wall is in its reticence more erotic 
than a more graphic description. While in 
his Ronggeng-Ronggeng, an amusement- 
park dance stage becomes a metaphor for 
Malaysia's racial divisions and cultural di- 
vides. 

Shirley Geok-lin Lim captures in Shame 
the lilt and rhythm of Malaysian Chinese 
speech as she, too, explores the divisions of 
race, colour and gender in the Southeast 
Asian mosaic. 

Filipino author Alfred Yucson in The 
Music Child (when he is not trying, unsuc- 
cessfully, to capture the voice of an Ameri- 
can journalist) shows that more is at stake 
than the loss of the rain forest in the wake 
of unfettered economic development. 

Despite these self-assured writers who 
do not overdose on local colour, the reader 
is still left confused as to what distin- 
guishes the writers of Southeast Asia as a 
group from other non-Western writers 
writing in the tongue of their former colo- 
nial masters. Maniam writes in the poem 
Full Circle at the end of The Return that by 
rejecting one's cultural past, one is "drink- 
ing from the tap / instead of the well." S. E. 
Asia Writes Back! is not tap water, but we 
await a full and fulfilling bucket of water 
from the well. m Jeffrey Hantover 


Jeffrey Hantover is a writer based in Hong 
Kong. 
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continuing commitment to excellence in corpo- 


Consolidated Profit And Loss Account 
For The Year Ended 31st December, 19893 
1983 
HK$'000 | 
Turnover 
Continuing operations 160,773 
Discontinued operations 113,985 
874,738 
Operating Profit 
Continuing operations before exceptional items 138,871 
Exceptional tems (88,589) 
51,282 
Discontinued operations before exceptional items (632) 
Exceptional items ! 12,581 — | 
11,949 | 
Operating Profit Before amarg of Results of Associated Companies 63,231 | Allied Group businesses fall into three core areas: 
Share of Results of Associated Companies 273,245 — | »Service — - Allied Group Limited 
Profit Before Taxation 336,476 i 
Tan 58,490 « Properties - Allied Properties (PLK) Limited 
Picky lear Minanorinmesds 277.985 « Industries - Allied Industries International 
Minority Interests 90,193 Limited 
Profi For The Year 187,783 
Dividends 102,022 The three Group companies all strive to maxim- 
Earnings Per nate (cents) 14 ise and sustain shareholder value and have been 
Dino corner seco) strengthened by a series of high level management 
din p and independent non-executive appointments and a 
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Hainan extends a welcome — but it wil have to get its Koua in order if it is to attract more investors. 


ECONOMIES 


One Province, No System 


Booming Hainan wants to become a southern Hong Kong. But it 
will need viable laws, less confusion and more foreign 
investment — as well as approval from China's leaders. 


By Kari Huus in Haikou, Hainan 


ang casually chain-smokes while re- 
Y counting tales of rip-offs and tax- 
evasion schemes. "My absolute fa- 
vourite scam," says the grinning property 
developer, "is when I pretend to have 
money for a project and I discover the 
other guy is pretending to have money 
too." 
Yang, whose company is an offshoot of 
a state enterprise in China's interior, made 
out well in the real-estate market. Now that 
the bottom has fallen out of land prices, 
he's on to other projects, starting with a 
casino. Never mind that gambling is illegal 
in China. This is Hainan province. 
Hainan residents are proud of the prov- 
ince's Wild West reputation. Certainly, it's 
chaotic, but by local reckoning that's what 
dreams are made of. Stability — Beijing's 
favourite word — is anathema to this roar- 
ing capitalist enclave. "For several thou- 
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sand years China had stability, but it saw 
no progress," says a young Hainan banker. 
"Now we can get things moving." 

True, preferential policies, with a dash 
of free-market bedlam, have helped drive 
Hainan's growth. But many are starting to 
suspect that this sort of gold-rush capital- 
ism can "move" things only so far. Estab- 
lished in 1988 as a special economic zone 
(SEZ) and separate province (it belonged 
previously to Guangdong), Hainan today 
is losing many of the investment advan- 
tages it initially had over the mainland. 
Moreover — a problem common through- 
out the country — lack of a strong legal 
framework deters many foreign investors. 
Some of Hainan's top reformers say a radi- 
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cal retooling is in order, one that would 
remake the island as an organised, free- 
market oasis along the lines of Hong Kong. 

Born at the height of liberal economic 
experimentation under Communist Party 
General Secretary Zhao Ziyang, the young- 
est of China’s five SEZs started out with 
what was arguably the country’s most fa- 
vourable investment climate. Its operative 
slogan — “small government, big society” 
— suggested a place where doing business 
involved far less red tape than elsewhere 
in China. 

There have always been plenty of loop- 
holes to exploit, too, as the province tink- 
ered with new policies. One of China's big- 
gest corruption cases occurred in Hainan 
in 1989, when officials imported 90,000 cars 
duty-free — as allowed on the island — 
and re-sold them on the mainland, evad- 
ing import duties that exceeded 150% and 
depriving Beijing of US$1 billion in rev- 
enue. Ultimately, the officials received a 
slap on the wrist, because the law never 
specifically forbade their offence. The is- 
land's statutes continue to lag entrepre- 
neurial creativity, and enforcement is noto- 
riously lax. 
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“The reason people are interested in 
Hainan," says Huan Guochang senior eco- 
nomist at J. P. Morgan, “is you can make a 
lot of cash, and there's not much regula- 
tion and no effective enforcement. In 
Hainan you can do whatever you want." 

The relaxed environment has strong 
appeal for Chinese investors. At the outset 
in 1988, some 100,000 mainland fortune- 
seekers flooded into Hainan, and the flow 
continues (see accompanying story). At least 
8,000 state enterprises have branch offices 
in Hainan, many conducting what 
amounts to private business. Many of the 
early arrivals succeeded grandly, particu- 
larly during the 1992-93 property boom — 
“the golden age" as Hainan residents call it 
— when land prices soared up to 20 times 
1988 levels. 

According to recent 
Chinese news reports, 
there are at least 60 people 
worth Rmb 100 million 


Promised Land 


Yangpu * 
Development Zone i 
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SETTING UP CONSCIDUSMESS OF PAYING TAXES 


(US$11.5 million) living in 
Hainan, which has a popu- 
lation of just 7 million. But 
it's impossible to know for 
sure how much money is 
stashed away on the is- 
land, whose banking sys- 
tem allows anonymous ac- 
counts. 

The island's economic 
growth has been nothing 
short of spectacular, run- 
ning at nearly 23% in 1993. 
Although it started out as, 
and remains, the most 
infrastructurally backward 
of the five SEZs, Hainan has 
quickly assumed importance. Its output ac- 
counted for 6.8% of China's GNP last year, 
up from 2% in 1988. Realised foreign in- 
vestment, largely focused on property, to- 
talled US$972 million in 1993, compared 
with US$257 million for the entire 1980-88 
period. Mainland enterprises invested an 
estimated Rmb 20 billion in speculative 
property and stock deals, as well as longer- 
term industrial projects, in the early 1990s. 

But "frying land" is a fragile basis for 
growth, as Hainan is finding out. Last year, 
Vice-Premier Zhu Rongji put a freeze on 
loans for speculative real-estate projects 
and ordered a recall of others on the books, 
costing coastal SEZs billions of renminbi in 
investment. Hainan land prices have 
plunged at least 30%, and developers say 
they have yet to hit bottom. 

Now that the boom is bust, Hainan 
must confront issues it could blithely ig- 
nore during the feeding frenzy. For one 
thing, many of the policies that gave the 
island province a competitive advantage 
have been extended to much of China. 
Hainan, for instance, was once the only 
place in China to offer 70-year land leases, 
now widely available elsewhere. Foreign 
trading rights once unique to SEZs are now 
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Tax exhortation, imported car: legal loopholes mean profit. 


extended to companies outside them 

In January, when Beijing introduced a 
new national tax law, Hainan and the four 
other SEZs fought vociferously to maintain 
their low tax rates — the main draw for 
foreign investors — but won only a partial 
victory. The value-added tax, set as high as 
60% on lucrative land deals, is still under 
negotiation. The corporate income tax re- 
mains at 15% for the first three years, then 
rises to the national level of 30%. Hainan 
officials say even these advantages may 
disappear within a few years. 

Out of habit or political realism, some 
local officials advocate more of the same 
strategy to keep Hainan on track. “If our 
special policies aren't special any more, 
we'll create some new ones,” says Lu Kai, 
a Hainan official who reviews projects. 
“Then we'll gradually move towards inter- 
national practices.” 

But radical reformers say Hainan needs 
improvements of the sort that ad hoc mea- 
sures can’t supply. Take tourism, desig- 
nated the “dragon’s head” of Hainan's de- 
velopment. Blessed with pristine beaches 
and a tropical climate, Hainan has all the 
essentials. Tourism currently is geared to 
mainlanders, who accounted for 80% of 
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last year's 2.8 million visitors. The idea, laid 
out in the Tourism Bureau's 400-page de- 
velopment plan, is gradually to lure for- 
eign developers who cater to high-paying 
foreign guests. 

But foreign property developers have 
been slow to arrive, deterred by Hainan's 
vague legal system. "They need clearly es- 
tablished guidelines so investors can pre- 
dict the costs and the type of development 
and know [their neighbours] will be doing 
the same type," says Honolulu lawyer 
Leigh-Wai Doo, who helped set up a sis- 
ter-island relationship with Oahu. "Inves- 
tors need to feel assured that their prop- 
erty will be as attractive tomorrow as it is 
today." 

Aside from a few prominent Asian de- 
velopers, including Hong 
Kong's Henry Fok, tour- 
ism is the province of local 
investors. The result is not 
exactly what the develop- 
ment plan envisioned. 
Dance halls and karaoke 
bars line the streets in the 
main cities of Haikou and 
Sanya. Each night these 
dimly lit clubs fill with 
businessmen and officials, 
who pay up to Rmb 280 
for a bawdy show — more 
for the prostitutes, usually 
from poor mainland prov- 
inces. Haikou alone has 
more than 700 of these es- 
tablishments. 

“In Hainan,” says a 
Western diplomat who 
watches the economy, 
“money tends to flow to the area of least 
regulation. And right now that’s the serv- 
ice and entertainment industries.” 

In general, say analysts, Hainan’s weak 
legal framework and lax enforcement 
make it nearly impossible for large West- 
ern firms to commit money there. “Chi- 
nese investors take for granted that every- 
thing is basically negotiable,” says Richard 
Burn, manager of investment consultancy 
Batey Burn, “but it is more difficult for 
Western multinationals who have dozens 
of corporate lawyers poring over the docu- 
ments. It’s not a place for inexperienced or 
overly rigid international investors. You 
have to be flexible enough to adapt to local 
conditions.” 

Yet another deterrent to foreigners is 
Hainan's isolation from the huge main- 
land market, a problem Coca-Cola discov- 
ered the hard way. In 1991, the American 
firm established a US$11.7 million bottling 
plant in Haikou, the capital, hoping to 
take advantage of Hainan's low taxes 
while selling to heavily populated south- 
west China. The result, says an industry 
source, was a distribution nightmare. 
Transport from the island and in adjacent 
provinces proved so crowded and expen- 
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. sive that the plant is really good only for 


distributing on the island. (Coke says the 
Hainan operation is "profitable and meets 


our expectations.") 


What Hainan does have is its position 
on the southern edge of China, which 
gives it potential as a transit trade zone for 
processing and manufacturing goods and 


| then distributing them to Southeast Asia. 


"As a base for the peaceful development 
of the South China Sea, Hainan is irre- 
says Chi Fulin, executive 
deputy director of the 
China (Hainan) Institute 
for Reform and Develop- 
ment. 

But before Hainan can 
begin to compete with its 
Southeast Asian neigh- 
bours, it needs massive 
port improvements. That's 
why the State Council de- 
cided two years ago to al- 
low a foreign consortium, 
led by Kumagai Gumi 
(HK), to set up the Yangpu 
Economic Development 
Area. According to the 
plan, the 33-square-kilome- 
tre patch of dirt on the west 
side of the island will be 
transformed into a modern 
port city of 250,000 residents, free of duties, 
taxes or currency restrictions. 

The first phase of Yangpu's power plant 
is completed, and the consortium is plan- 
ning port expansions and other improve- 
ments worth about US$650 million over 
the next several years. Kumagai spokes- 
man Frederick Ma says Yangpu's greatest 
advantage is that it will allow investors to 
avoid the government bureaucracy alto- 
gether when starting up a project. Devel- 
opers say it will be another five years be- 
fore the infrastructure is suitable for major 


| businesses. 


But if Hainan's top reformers have their 
way, Yangpu's privileges will be extended 
to the entire province before the zone re- 
ally gets off the ground. Chi, of the Reform 
and Development Institute, believes Hai- 
nan is of such strategic importance to 
China's growth that the entire island 
should have a structural overhaul, making 
it a free-trade and processing zone along 
the lines of Hong Kong. He envisions a 
complete reform of every aspect of Hai- 
nan's economy — from social security to 
land-use rights — codified in law. In es- 
sence, it would be divorced from the main- 
land, playing by the rules of the capitalist 
world. Hainan Vice-Governor Wang 
Xiaofang has endorsed the idea. 

The chances of Beijing's approval seem 
slim right now, however. In the past year, 
the central government has been more con- 
cerned with ironing out regional economic 
disparities, and in any case is widely 
thought to be pre-occupied by a succession 
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struggle. Either would probably preclude 
any daring new economic experiments in 
the short run. Indeed, the SEZ office under 
the State Council announced in November 
that Beijing would grant no more conces- 
sions to the SEZs. 

Barring Beijing's approval, Hainan is 
likely to continue doing pretty much as it 
pleases — and hope that Beijing won't in- 
tervene. Already Hainan has made clear 
that the national target growth rate of 10% 
is too low. Hainan Governor Ruan Chong- 





Construction site near Haikou: hit by the shui. 


wu insists that his province is not over- 
heating, even though industrial output ex- 
panded 36% in 1993, urban inflation hit 
30%, and imports surged 105%. “Our goal 
in the next five to eight years,” says one 
Hainan official, “is to keep up with the 
other SEZs.” The island’s economy is ex- 
pected to grow 15% this year. 

For now, piecemeal adjustments are all 
that’s available to keep things thriving. In 
April, Hainan officials created new policies 
to sweeten property deals. They say they'll 
allow developers to start work after pay- 
ing just 30% of land costs, rather than the 
full payment now required. To encourage 
investment in infrastructure, Hainan is giv- 
ing away choice land. 

Despite a central-government morato- 
rium on golf-course projects, 21 are under 
way in Hainan, some just approved. And 
in the cities, bordellos prosper. “You may 
think this crude,” says the young Hainan 
banker, “but the bar girls are part of our 
local advantage. Without them, maybe 
fewer investors would come.” 

For wheeler-dealers like property devel- 
oper Yang, ad hoc reform is just fine. And 
evidently it’s okay with Beijing, which 
tends to turn a blind eye as long as things 
don’t go completely haywire. 

“It does make a certain amount of sense 
to allow experimentation in Hainan,” 
muses a Hong Kong-based Western diplo- 
mat. “The advantage is that because it is 
cut off from the mainland, you can incu- 
bate reforms there and hope that if it goes 
wrong it won't infect everyone else." m 
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Success stories: davila Zhang (left) and Chen; impersonator Wang. 


Come as You Are 


SANH ijv 


Anyone can make good in chaotic Hainan 


ang Zheng's idol is Madonna. Not 
only can she sing, he says, but she 
knows how to sell herself. And 
Wang plans to follow her example, right 
down to the conical breasts. 

A male Madonna impersonator 
wouldn't go over very well in most of 
China, but in Haikou, capital of Hainan 
province, the 25-year-old singer is on the 
cutting edge. “Rich people are bored,” he 
enthuses. "They love to see weird stuff 
these days." 

Though historically a destination for 
exiled politicians, Hainan became a Mecca 
for fortune seekers in 1988, when it was 
made both a special economic zone and a 
separate province. The population grew to 
7 million in 1993 from 6 million in 1988, 
not including tens of thousands of unregis- 
tered residents. 

Wang was among the latest wave of 
migrants drawn to the quick buck and per- 
missive atmosphere of this tropical island 
in the South China Sea. Formerly a mem- 
ber of a military song-and-dance troupe in 
Sichuan, Wang went independent three 
years ago. After a stint in Shanghai, he 
came to Haikou — home, word had it, to 
China's hottest nightclub scene. 

Today, Wang earns about Rmb 10,000 
(US$1,150) a month, and hopes to double 
that with his new Madonna act. By some 
estimates, Haikou alone has at least 1,000 
performers: rockers from central Shanxi 
province, minority dancers from remote 
Xinjiang, lewd-talking pop singers in se- 
quins, and Beijing opera singers straight 
out of conservatory. 

Early arrivals in the gold rush included 
a bevy of government officials — includ- 





ing some of China's most ardent economic 
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reformers — who saw an opportunity to 
experiment far from the ideological senti- 
nels in Beijing. That helps explain why 
Hainan has remained at the forefront of 
economic change, and why Beijing periodi- 
cally replaces officials who go too far. Ac- 
cording to Lin Minyu, who represents 
Hainan in the Chinese People's Political 
Consultative Conference, roughly half of 
Hainan officials at or above the county 
level are non-natives. 

Hainan's laissez-faire bustle also pro- 
vides cover for the politically out-of-favour. 
It's not just for the sunshine that activists 
Wang Dan and Zhou Duo head to Hainan 
when the heat is on in Beijing. Since 1989, 
several proteges of ousted party secretary 
Zhao Ziyang have landed on the island 
and built powerful businesses. 

But it is rags-to-riches stories like Chen 
Shang and his wife Zhang Huilan that 
have made Hainan legendary. With just 
Rmb 800 between them, the couple left 
state jobs in China's far western region of 
Xinjiang and came to Hainan in 1988, along 
with 100,000 other educated mainlanders. 
After a year running the Hainan branch 
office for a Yunnan-based company, Chen 
obtained a Rmb 2.1 million loan, and went 
independent. 

"We lived on instant noodles for three 
or four months," says Chen. “At first, | was 
afraid to use the money.” 

Today Chen is both real-estate mogul 
and factory owner. While the property- 
market plunge has driven smaller opera- 
tors out of business, he waits out the 
storm in the comfort of his two Rmb 9 
million homes in Haikou. His four-year- 
old daughter attends an expensive private 
kindergarten and practises on her own 
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piano, while he and his 
wife share a Cadillac 
and a family van. 

Chen’s trump card is 
a choice piece of seaside 
property, near the re- 
sort city of Sanya, 
which he hopes to de- 
velop with a foreign 
partner. He's also build- 
ing a toll road in the 
central province of 
Shanxi. In the mean- 
time, Zhang and Chen 
have opened a night- 
club and are looking to 
open a beauty parlour. 

These days, how- 
ever, it's not as easy to 
get started on a shoe- 
string budget. Of the 
emerging tycoons on 
the island, many are 
former government and 
state-industry officials, 
according to Huan 
Guochang, senior eco- 
nomist at J. P. Morgan. "The whole game 
is about whether you can raise money for 
real-estate deals," he says. "If you can, you 
can play the game." 

For example, property developer Meng 
Tian, widely considered Hainan's richest 
person, once worked for a state bank in 
Henan province. Hainan's most valuable 
piece of land for tourism development — 
Yalong Bay — is controlled by the "prince- 
ling" Chen Xiaolu, son of Long March vet- 
eran Chen Yi. 

Since 1988, some 30,000 enterprises 
from the mainland have registered in Hai- 
nan, bringing with them the full comple- 
ment of staff. The ease of registering and 
ambiguous ownership rules allow munici- 
pal and provincial governments, and state 
and collective enterprises, to test the wa- 
ters of the marketplace. 

A typical case is that of 24-year-old Han 
Guangtao, who moved to Haikou last Sep- 
tember to set up Qulong Stone Carving 
Fine Arts Co. with a Rmb 500,000 invest- 
ment from his parents’ state-run company 
back in Chongqing. An arts-school gradu- 
ate, Han prefers the traditional gateway li- 
ons and the goddess Guanyin, but he's 
adjusting to market demand for trendy 
Romanesque statuary fancied by Hainan's 
new hotels. 

But there are still plenty of people who 
come with little more than their wits. In 
Hainan's major cities, Sanya and Haikou, 
the streets and bars are populated with 
women from poor inland provinces, par- 
ticularly Sichuan, serving as hostesses and 
prostitutes in the burgeoning club indus- 
try. Property developers say a solid contin- 
gent of these girls have prospered enough 
to buy high-priced flats, and a few have 
left the oldest profession to become prop- 
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erty developers themselves. Most simply 
try to accumulate enough money for a 
dowry so they can go home and get 
married. 

The dream doesn’t come true for every- 
one, however. At major intersections 
throughout the city, men of all ages perch 
in informal employment lines, some 
equipped with shovels, cleaning tools or 
shoe-polishing gear. Forty-four-year-old 
Yang, a farmer with a family of five back 
in Henan province, has been in Hainan 
since December and found only occasional 
work. At Rmb 10-30 a day, his earnings 
don’t even cover the cost of the fare home. 
Officials estimate there are 40,000 workers 


Heartbreak 
Hotel 


When Hong Kong property developer 
Wang Xuijin put Rmb 6 million 
(US$690,000) into Haikou’s Binghai Ho- 
tel in 1989, he thought he’d found the 
perfect marriage of business acumen and 
hometown loyalty. 

The Hainan-born Wang had caught 
the beginning of a real-estate surge that 
made success seem certain. Five years 
later, Wang is hiding out in a dingy 
Haikou guesthouse — not his own — 
having been left penniless and dejected 
by a dispute with his local partner. “I’m 
too old for this,” he says. “I just want to 
solve this problem and get out of here.” 

In March, Wang applied to Hainan’s 
Commerce ent for arbitration. 
But the Binghai Hotel tangle is an 
especially messy one, and demonstrates 
the inadequacy of China’s legal system 
when confronted with business dis- 
putes between domestic and foreign in- 
vestors. 

To hear Wang tell it, he's been bra- 
zenly swindled by a business partner, 
and so far has received no help from the 
local arbitration system. His contract 
with the Hainan Iron Mine Department, 
which owns the newly renovated hotel, 
gave Wang the right to manage the busi- 
ness for 10 years. Instead, Wang subcon- 
tracted management to a 30-year-old 
local, Luo Haiping, and went off to 
Sichuan province to do another deal. 
That, says Wang, is when the trouble 
started. 

Wang says Luo breached their con- 
tract and owes him more than Rmb 7 
million. He claims Luo forged a false 
contract that reduced his financial obli- 
gation to Wang, and carved an official- 
looking stamp so he could pose as the 
company’s legal representative and use 
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Han: profits from statuary. 





Wang: partnership nightmare. 


the status to import cars. 

Wang says Luo then turned two 
floors of the hotel into a massage parlour 
that offered "improper services," in the 
process removing retaining walls and in- 
stalling hidden listening devices and 
cameras. Wang also claims Luo occupied 
Wang's office improperly and sold two 
company cars without authorisation. Luo 
refuses to comment. 

While awaiting arbitration, Wang's 
situation has grown desperate. He's 
failed to make payments to the mining 
department, which has repossessed the 
hotel and is suing him for the money. 
Hainan officials say Wang's is just one 
story in a thick tangle. 

"There are four parties and at least a 
dozen contracts and agreements in- 
volved," says Liu Yixing of the Interna- 
tional Trade Promotion Committee in 
Haikou. "It's just under investigation, 
and it's hard to say how long it will take 
to solve the problem." 

Mao Weijun, an ex-judge now advis- 
ing Wang, is outraged. He says local au- 
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from central China on the island looking 


for jobs, and local residents say the figure 


may be twice that. Whatever the number, 
government officials say that during the 
current slump in the property market, 
there are jobs for no more than about 
20,000. 

In recent months, public-security organs 
have been checking IDs and sending home 
those without permits. It's not as easy to 
make money as it was when Chen Shang 
arrived. But Chen himself notes that 
Hainan has an advantage that will help it 
remain vital: “Aside from policies,” he 
says, “we have our frontier spirit.” 

m Kari Huus 


thorities were informed of the case at 
least six months ago and have done vir- 
tually nothing. 

"I've handled cases all the way from 
Hainan to Harbin, but this is the most 
difficult says Mao, who set up a law 
consultancy after retiring from the bench 
two years ago. He says local officials are 
either unable or unwilling to act. “Some 
of the legal officials are just out of uni- 
versity. They have book learning but no 
experience. Their sense of the law is 
pretty feeble,” he says. 

A provincial government source says 
Luo has forged powerful connections 
over the past two years using the Binghai 
Hotel facilities to ^wine, dine and enter- 
tain a large group of local cadres." Mao 
says there's evidence that high-level lo- 
cal officials have prevented Wang from 
making headway on the case. He has 
also received two threatening, anony- 
mous phone calls. Mao sent details of the 
case to the Ministry of Justice in Beijing, 
but has received no response. 

Even going by the book, local arbitra- 
tion in China can be gruelling. The pro- 
cess departs from internationally ac- 
cepted procedures in several key ways. 
For one, the contending parties have no 
veto over who sits on the arbitration 
committee. And while international rules 
make the committee's ruling final, in 
China either party may appeal the deci- 
sion in a local court. "It's called arbitra- 
tion, but actually it's more like an ad- 
ministrative procedure," says Michael 
Moser, Beijing chief representative for 
law firm Baker & McKenzie. 

Hainan officials insist they "take this 
matter very seriously because it involves 
a foreign investor." But Wang clearly 
isn't counting on compensation. He's 
shelving other investment plans and 
hopes to return to Hong Kong when the 
mess is resolved. His advice for others 
investing in China: take a close look at 
your partner, and never relax supervi- 
sion of your project. m Kari Huus 
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ECONOMIC 


MONITOR: 


SINGAPORE 


Strength in Diversity 


mall economies, like small com- 
S panies, risk demise if they are so 

narrowly focused that market and 
technology changes overrun them. Singa- 
pore seems to be doing a good job of avoid- 
ing that pitfall. 

The country's electronics industry, 
mainstay of its manufacturing base, posted 
20.5% growth in the first quarter, even 
though production of one of its leading 
exports, computer disk drives, has slowed. 
The numbers illustrate the extent to which 
firms have diversified into semiconductors 
and other computer peripherals. 

Strength in electronics boosted overall 
manufacturing growth, and, in turn, 
helped the city-state defy predictions of an 
economic slowdown in the quarter. GDP 
grew 11% in the first three months, com- 
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pared with a year earlier. This was the 
fourth consecutive quarter of double-digit 
growth, and sent analysts scurrying to re- 
vise their forecasts for all of 1994. Many 
predict an 8-9% increase, but the govern- 
ment is less optimistic, forecasting 6-8%. 
GDP grew 9.9% in 1993. 

The strong showing in manufacturing, 
which posted 11.9% growth for the quar- 
ter, reflects recent developments in the lo- 
cal electronics industry. "Singapore found 
itself in the right niche at the right time," 
says Sanjoy Chowdhury, chief regional 
economist at Merrill Lynch. 

One of Southeast Asia’s largest semi- 
conductor-manufacturing facilities, built by 
Texas Instruments, opened in Singapore in 
September. Local factories are also starting 
to make more-specialised computer pe- 
ripherals such as CD-Rom players, and 
components such as sound boards. The 
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expansion has helped offset a slowdown 
in disk drives, production of which ex- 
panded 6.6% during the first quarter after 
an anaemic performance in late 1993. 

Finance, however, remained the lead- 
ing sector. Although activity has slowed 
with the retreat of stockmarkets in Singa- 
pore and the region, the sector still regis- 
tered 14% growth in the first quarter. Con- 
struction, which had eased during the lat- 
ter part of 1993, grew nearly 11%. 

Increases in productivity underpinned 
the first-quarter performance. Overall pro- 
ductivity grew 5.9%, with manufacturing 
posting a 12% increase. As a result of im- 
proved productivity, unit business costs 
fell 1.2% overall, signalling that Singapore's 
competitiveness remains strong. 

Retail spending rose 9% during the 
quarter. Analysts attribute the jump to a 
push by consumers to buy appliances and 
other big-ticket items before a 3% goods 
and services tax took effect on April 1. 

The inflationary impact of the new tax 
is expected to be minimal because Singa- 
pore’s competitive environment has kept 
retailers from passing the tax on to con- 
sumers, says Paul Schymyck, regional eco- 
nomist at HG Asia. He and others believe 
Singapore won't see the sort of inflationary 
pressures that accompanied strong growth 
in the late 1980s. Year-on-vear inflation 
stood at 3.2% during the first quarter; in 
April, the figure was 2.9%. 

One of the reasons to expect a slow- 
down in GDP growth for the rest of the year 
is the effect that stock trading had in the 
second half of 1993, when financial mar- 
kets were booming. Although Merrill 
Lynch's Chowdhury still expects 1994 
growth to top 8%, he doubts stock trading 
will match last year's levels. He also ex- 
pects construction to contract. 


But growth in manufacturing, com- | 


merce and transport is stronger now than 
last year. And manufacturing, at least, is 
likely to remain buoyant so long as the 
global personal-computer market stays 
healthy. Weak loan growth and high sav- 
ings rates should ensure that liquidity re- 
mains plentiful. And the Singapore dollar 
is expected to strengthen, keeping infla- 
tionary pressures in check. 

The trade picture also remains healthy, 
thanks to strong export demand. Total ex- 
ports in the first quarter were up 12.3% 
from a year earlier, at S$30.3 billion (US$20 
billion). Domestic exports (goods made in 
Singapore, as opposed to trans-shipments) 
made up 60% of the total. Imports rose 
9.6% to S$34.6 billion. m Mark Clifford 
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INDUSTRY 


Easier Said 


Pakistan shows how divisive deregulation can be 


o they mean it or don't they? Paki- 

stan's economic mandarins are offi- 

cially committed to deregulation, 
but some of their recent actions look more 
like old-style protectionism. While liberal- 
ising on some fronts — cutting tariffs, for 
instance — the government has curbed ex- 
ports of cotton and sugar in response to 
domestic concerns. The result has indus- 
try lobbies fuming. Businessmen accuse 
the government of acting in an ad hoc and 
politically partisan manner, and of contra- 
dicting its own principles. 

In the short term, the uproar in the cot- 
ton and sugar industries, and a third one 
that's brewing in the jute sector, may de- 
termine the political fate of Prime Minister 
Benazir Bhutto; her Pakistan People's Party 
(PPP) has never had easy relations with the 
business classes. In the longer term, the 
turmoil suggests there will be plenty of 
casualties along the way as Islamabad 
struggles to expose its inefficient and long- 
pampered industries to market forces. 

The biggest of the current upsets is in 
the cotton industry, which accounts for 
about 55% of Pakistan's exports. Drought 
and a virus devastated the latest crop, 
which at 7.7 million bales was 1.3 million 
bales smaller than the previous harvest. 
The powerful All Pakistan Textile Mills As- 
sociation (APTMA) lobbied hard for a ban 
on exports of raw cotton, fearing its spin- 
ners and weavers would be, left short 
otherwise. At first the government balked, 
citing free-market principles, but in No- 
vember it consented to an export ban. By 
that time, though, many small textile op- 
erations had gone bust. (The ban was par- 
tially lifted this month.) 

Then, when ancillary industries — 
mostly hosiery and garment makers — 
raised a fuss over a shortage of yarn, the 
government intervened again, restricting 
yarn exports to 25 million kilograms a 
month, about half the previous levels. (It 
also allowed the import of 500,000 cotton 
bales, but few companies could afford to 
buy them.) APTMA members, blocked from 
filling overseas orders, want the yarn- 
export limit scrapped. The government 
refuses, and APTMA plans vehement pro- 
tests. “What APTMA wants it usually gets," 
says a senior bureaucrat. 

In the past few months, more than 100 
textile mills have closed either because of 
the raw-cotton shortage or the restrictions 
on yarn exports. Tariq Saigol, a leading tex- 
tile tycoon and APTMA chairman until last 
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month, says one fifth of the spinning in- 
dustry's 7.2 million spindles are quiet, and 
that Japanese buyers are suing over 
undelivered yarn. APTMA, in turn, plans to 
sue the government, he says. 

The dispute has riven APTMA's ranks. 
Large spinners, who bought cotton early, 
have enjoyed a boom; weaker factories 
have closed. Weaving units, short of yarn, 
are threatening to leave APTMA and set up 
their own organisation. 

"The government has annoyed every- 
one," says Saigol. "The weavers resent the 
spinners, the ancillary industries hate them 
both, and everybody blames the govern- 
ment. It's a mess." 

Opposition leader Nawaz Sharif imme- 


King Cotton 





diately made political capital out of the af- 
fair by promising to “expose the tyranny 
let loose by the rulers, as to how they have 
created an artificial cotton crisis and have 
totally ruined the textile industry.” Premier 
Bhutto is leaving the issue to her ministers, 
who appear at a loss to respond. 
Everyone seems to resent the govern- 
ment’s inconsistency. “There are huge 
structural problems in the industry which 
the government is not tackling. It is just 
conducting ad hoc policies on a day-to-day 
basis,” says Mian Mohammed Mansha, 
chairman of the Nishat group, a conglo- 
merate that includes several textile units. 
“The textile industry has been protected by 
hidden subsidies and cheap cotton. That 
led to a massive over-expansion of unpro- 
ductive spinning capacity. All that is now 


at an end, but nobody knows what to do.” 


Others say the crisis reflects the indus- 
try’s own conflicting demands. A govern- 
ment that did nothing would surely raise 
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hackles, but helping any one sector annoys 
all the others and violates the spirit of 
deregulation. Says a senior bureaucrat: 
“Though APTMA and other trade associa- 
tions demand deregulation across the 
board, they also want government inter- 
vention — but on their side.” 

Regardless of what the government 
does, say foreign experts, Pakistan's 
bloated textile industry is bound to shrink 
drastically over the next decade. Besides 
Islamabad's own deregulation efforts, they 
note, the industry will be buffeted by the 
impact of the Gatt accord that concluded 
the Uruguay Round of global trade talks. 
The accord, which will be implemented in 
stages, could increase the trade opportu- 
nities for Pakistani textile exporters. But it 
will also force an end to some of the indus- 
try's privileges. That is likely to mean 
large-scale layoffs and consequent political 
and social problems. 

"This is only the beginning," says an 
official with a multilateral lending agency. 
“Much worse will follow. The most effi- 
cient and modern will survive, and the 
others will sink." 

Sugar producers are equally furious 
with government intervention. Having 
produced a first-ever surplus, of 400,000 
tonnes, they were busily arranging over- 
seas sales (and reluctantly complying with 
a government order to double buffer 
stocks) when Islamabad summarily ban- 
ned exports. The official reason: fear of a 
politically destabilising shortage of the 
kind that helped topple the government in 
1968. Such concerns have “permanently 
affected the bureaucracy’s mindset,” says 
a senior official. 

Mill owners say political revenge was 
more the reason. "The PPP government 
wanted to prevent opposition leaders who 
control several sugar mills from making 
windfall profits," says one. Whatever the 
motivation, mill owners plan to sue the 
government, claiming it forced them to 
default on export contracts. 

“Ws a disaster,” says Farooq 5aigol, di- 
rector of Kohinoor Sugar Mills. "We have 
lost our credibility abroad. Next year, we'll 
have a million-tonne surplus and we'll be 
unable to sell it to anyone. This is supposed 
to be a deregulated economy, but you need 
to deregulate all the way." 

Then there's the jute industry, which il- 
lustrates the political exigencies that come 
with protectionism. The long-coddled in- 
dustry is protesting at the Punjab provin- 
cial government's decision to package lo- 
cally produced wheat in polypropylene 
bags, abandoning the long-used but more- 
expensive jute sacks. 

Jute-bag makers want the province to 
guarantee their market, but that is difficult. 
The jute industry was started by the mili- 
tary in the 1980s as a favour to politicians 
turned industrialists, even though Pakistan 
must import all its jute from Bangladesh at 
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prices kept high by tariffs. A jute bag that 
costs Rs 14 (45 U.S. cents) in Bangladesh 
costs Rs 32 in Pakistan, double the price of 
a polypropylene bag. 

Still, the industry is adamant. "With 
two out of 14 jute mills already closed, the 
entire industry and its 20,000 workers face 
closure," says Ahsan Saleem, chairman of 


the Jute Mill Association. “Plastic bags are - 
an environmental risk, while jute bags can | 


be used six times over." 

When it comes to government policy, 
jute producers are as disgruntled as their 
counterparts in cotton and sugar. "There is 
no long-term strategy by the government 
on how to achieve industrial growth as de- 
regulation takes place," says jute mill owner 
Azhar Piracha. "You just cannot pull the 
plug out from protected industries." 

But the plug is coming out anyway. 
International aid officials say that once the 
Gatt accord is fully implemented, Paki- 
stan's inefficient and costly jute producers 
will go the way of small textile firms. 

To be sure, Islamabad is still moving 
generally to reform, however wayward its 
path. On May 8, the government replaced 
senior officials of the giant Water and 
Power Development Authority (Wapda), 
hoping to counter accusations of internal 
corruption. The new chairman, Shams ul 
Mulk, a widely respected engineer, is the 
first since 1950 not to be appointed solely 
on political grounds. 
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INVESTMENT 


Ready for Action 


Will Seoul again try to keep stock prices down? 


he Ministry of Fi- 

nance spent the first 

months of 1994 trying 
to damp enthusiasm on the 
Korea Stock Exchange (KSE), 
as GDP is estimated to have 
grown more than 8% in the 
first quarter. Its heavy- 
handed efforts kept the in- 
dex from passing the 1,000 


1989. 

Foreign investors, wary 
of military tensions on the 
Korean peninsula, helped the bureaucrats 
in March and April by becoming net sell- 
ers for the first time since the market 
opened to limited foreign-portfolio invest- 
ment in January 1992. But the KSE index is 
again marching towards 1,000. Will the 
government step in once more? Will ro- 
bust economic growth override such inter- 
ference? Steve Marvin of Jardine Fleming 
Securities and Y. Eugene Yun of Schroder 


, Securities spoke with REVIEW correspon- 


"The nation wants revolutionary action | 


and not cosmetic changes," says Ghulam 
Mustafa Khar, minister of water and 
power. "Business and accountability 
should start from the top." 

Meanwhile, Commerce Minister Chau- 
dhry Ahmed Mukhtar says the govern- 
ment will reduce Pakistan's maximum tar- 
iffs over the next three years to 35% from 
80%, starting with a cut to 70% from July 1. 
"We are trying to integrate our economy 
and trade policies in the overall global eco- 
nomic and trading system," he says. "A 


liberal import policy helps reduce the cost | 


of production of the firms involved in ex- 
port business.” 

It will take a lot, however, to dispel the 
widespread notion that government poli- 
cies remain inconsistent and motivated ei- 
ther by partisan politics, bureaucratic iner- 
tia or sheer corruption. There are persistent 
rumours that the jute and polypropylene 
lobbies are offering hefty bribes to top offi- 
cials to decide in their favour. “Deregula- 


tion could mean that the best bribe-giver 


wins,” says an industrialist. 
Industry executives want the govern- 


ment to establish a committee to discuss | 


with them the implications of deregulation, 
but so far none has appeared. In the mean- 
time, piecemeal action remains the order 
of the day. “It’s like plugging a dam wall 
with your fingers,” says Nishat’s Mansha. 
“How many fingers does the government 


have?” " 





dent Ed Paisley. 


Is the Ministry of Finance's micro-man- 
agement of the bourse killing foreign in- 
terest in this market? 

Yun: | think there are a couple of things 
to note about the ministry's eagerness to 
over-manage the stockmarket. In the short 
term, it does move the market. Longer- 
term, however, the effects are very weak. 
The Ministry of Finance's desire to manage 
the market runs ahead of its ability to do 
so. Those who have played the market for 
a long time will know that government in- 
tervention means inefficiency, and ineffi- 
cient markets are often the best markets to 
reap big rewards. This inefficiency is not 
all bad for those investors willing to go 
through the discomfort or irritation of 
small government hurdles. 
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É The Korean 


Marvin: Foreign inves- 
tors will probably deal with 
government interference 
much as they have dealt 
with it up until now. So 
long as the market remains 
attractive relative to other 
markets in Asia, then we 
will see a large number of 
investors willing to deal 
with the red tape and the 
restrictions to get a piece of 
a rising market. 


Turning to the economy, what is driving 
the current recovery and which firms 
stand to gain from it? 

Marvin: The rapid turnaround in facil- 
ity investment in manufacturing and con- 
struction beginning in the second half of 
1993 is the single biggest source of growth 
at this point. Exports have also been buoy- 
ant, reflecting Korea benefiting from the 
strong yen and also economic recovery in 
OECD nations. But at the same time, im- 
ports are also growing rapidly because of 
the recovery in production and fixed-capi- 
tal formation, muting somewhat the fa- 
vourable impact of export growth. 

Yun: The Korean economy is heading 
into its second golden period, comparable 
to the mid-1980s. Korea's international 
competitiveness is looking strong, and on 
top of this the economy is coming out of a 
recession that, by Korean standards, was 
quite deep. The result will be a strong eco- 
nomic boom, with exports being the main 
engine. Initially, the main beneficiaries will 
be strategic exporters, such as Hyundai 
Electronics and Samsung Electronics, but 
as prosperity continues, the domestic eco- 
nomy will also pick up. 


What manufacturing sectors are a play on 
that recovery? 

Marvin: There are two 
plays here. We have the 
beneficiaries of fixed-capi- 


economy is tal-formation growth and 

e : the beneficiaries of yen 
heading into appreciation. 

its second On the fixed-capital- 


formation side, clearly the 
biggest beneficiaries are 
manufacturers of indus- 
trial machinery and com- 
ponents, specifically ma- 
chine tools, robots, auto- 
matic material-handling 
equipment. The majority 
of listed companies in this 
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category tend to be smaller companies, 
such as Hwacheon Machinery, Bongshin 
Casting, Korea Machinery and among big- 
ger companies, Daewoo Heavy Industries. 

As for yen appreciation, by our calcula- 
tion exactly 60% of South Korean exports 
benefit from a strengthening yen — elec- 
tronic machinery, equipment and compo- 
nents, industrial and transport machinery, 
steel and non-ferrous metals and petro- 
chemicals. They will continue to benefit 
from subsequent price hikes by Japanese 
exporters, which we believe will continue 
because they did not begin to raise prices 
until the fall of 1993. 

Yun: The current recovery has been run- 
ning for three quarters. Exports, followed 
by investments in fixed capital, are leading 
the economy. But domestic consumption is 
a theme waiting in the wings. 


Can you give an example 
of a theme that is also a 
valid long-term invest- 
ment? 

Yun: | think the belief 
among local investors that 
Samsung Electronics is 
heading for Won 120,000 
(US$149). It’s now around 
Won 90,000, but it's a self- 
fulfilling prophecy. Many 
analysts predict that the 
value of that stock is Won 
120,000. This is an interest- 
ing game that analysts 
play with market senti- 
ment. We're seeing steady movement that 
is justified on fundamental grounds also. 

Marvin: Thematic investment is often 
derided by foreign investors when in real- 
ity it is often taking the discount window 
out from a year or two to 10-20 years. So 
thematic investment is merely taking fun- 
damental investing to an extreme. 

An example would be infrastructure in- 
vestment. About two years ago, Korea's 
major producers of steel ductile-iron pipes 
were considered boring. When the first talk 
of massive new infrastructure spending 
began, the most immediate beneficiaries 
were the big civil-engineering companies. 
No one thought of pipes. 

But some of the more astute foreign 
investors got into the more attractive pipe 
companies. Inevitably, as the theme deve- 
loped and matured, others also perceived 
that pipes were going to be in very strong 
demand. Domestic supply is limited and 
the very heavy weight of pipe makes it 
very difficult to import. The pipe com- 
panies will be rolling in business for the 
next 10-15 years. 


One of the major themes today is hidden 
assets. With landholding laws due to be 
liberalised, is this now a valid theme? 
Yun: There are some asset plays that are 
looking very attractive. Dong Ah Con- 
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struction is a huge asset play. The land 
they have is reclaimed land and it's for 
agricultural purposes. They need to get it 
either into industrial use or into residential 
use, which will be even better. They then 
need to develop it. If they do so, Dong Ah 
Construction, which at the moment looks 
very attractive, would become an exceed- 
ingly good stock. 

But there are numerous other com- 
panies, such as Korea Iron & Steel Wire, 
that have assets that are always being 
talked about. Their share prices go up and 
down depending on whether the stock is 
fashionable or not. These so-called hidden 
assets may not be so hidden, nor are they 
such good assets. 

Marvin: As part of the hidden-asset 
story, we saw an earlier theme: mergers 
and acquisitions (M&A). This is an example 





of a theme with little or no fundamental 
grounding. There are no hostile takeovers 
in Korea. The contention that the Samsung 
Group was attempting a hostile takeover 
of Kia Motors late last year is absurd. But 
it fit into the theme that did move stocks 
for a short period of time. 

But the M&A theme also reflects hidden 
assets. An appropriate takeover target is a 
company that has an attractive operational 
asset or real-estate asset. Can you say that 
Dong Ah Construction is a Korean take- 
over target? No. But it has a fundamentally 
attractive asset. 


Do you think the Ministry of Finance will 
kill the current rally this year with the 
trillions of won scheduled to hit the 
bourse from the banking sector? 

Yun: | don't think the government is 
worried about killing off the rally. On the 
contrary, they are more worried about the 
market moving up too quickly. But the 
ministry's ability to fine-tune the market is 
not the best in the world. My feeling is that 
liquidity is very good in the economy at 
the moment and we will see strong interest 
in the stockmarket. 

Marvin: | think the government recog- 
nises the connection between the excessive 
number of new issues and rights issues 
allowed during the late 1980s and the pro- 
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longed collapse of the market. Collapsing 
the market again is not in the ministry's 
interest or the interests of the nation. Let us 
hope that the government will not attempt 
another clumsy direct interference in the 
stockmarket to cool off prices. A more sub- 
tle way to do it is to raise the number of 
new rights issues. 


How about the North Korean threat and 
investor sentiment? 

Yun: With North Korea, we touch a 
topic much on the minds of foreign inves- 
tors and hardly on the minds of Korean 
investors. Probably the best measure of the 
threat posed by North Korea is to observe 
how many packs of ramyon noodles have 
been picked up at mom-and-pop stores as 
North Korea makes its belligerent 
speeches. This time around, we've seen 
very little hoarding, so my guess is that 
Koreans either have a lot of ramyon stocked 
up, or they don't care much about it. 

Now, for foreign investors who have 
started to track Korea quite recently, what 
Kim Il Sung and his people in Pyongyang 
are saying can be quite scary. They face the 
prospect of seeing their investment wiped 
out. But we don't just lose our investments; 
people who live here will also lose their 
lives. It seems that when those who have 
so much at stake do so much less worry- 
ing, it is indicative of what the situation is 
in historical perspective. 

Marvin: At this point, North Korea is a 
minor factor. We had foreigners turning 
into net sellers in March and April, but sub- 
sequently they have become net buyers 
again. Concerns about North Korea were a 
factor, but a bigger factor is rising interest 
rates in the United States and a general dis- 
affection for equities among U.S. and Eu- 
ropean investors. 


Where will the Seoul index be by year- 
end? 

Marvin: 1,250. 

Yun: 1,200. 


What factors could upset this prediction? 

Marvin: The single most important fac- 
tor is the trend in manufacturing-sector 
facility investment. If it continues to accel- 
erate, the economy will deteriorate as in- 
terest rates rise, as imports balloon, as the 
trade account moves back into deficit, and 
ultimately as higher interest expense and 
rising depreciation costs crush out corpo- 
rate profitability. If we do not see signs of 
some deceleration by the second half of this 
year, we'll be much less enthusiastic about 
this market. 

Yun: Developments in the financial sec- 
tor could hurt the market. Mismanagement 
of financial reforms could lead to economic 
disruptions. l'm wary in particular that 
over-management of the financial sector by 
the government could put strains on the 
financial system. m" 
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Stealth Bomb 


— in new tax law rile Philippine media 


H OW embarrassing, The Philippine 


Congress enacted a tax law that in- 

cludes provisions that several law- 
makers say they knew nothing about. Even 
news media that reported the deliberations 
were in the dark about a key aspect of the 
newly expanded value-added tax (VAT): 
that it applies to them. 

The fine print became clear only after 
President Fidel Ramos signed the measure 
into law on May 5. 

Not surprisingly, the country's media 
— which were exempt from earlier VAT 
proposals — have turned the issue into a 
top story and demanded their exemption 
back. The Philippine Press Institute, a trade 
association of publishers, says it will ask 
the Supreme Court to declare the law un- 
constitutional on procedural grounds. The 
moves have emboldened other sectors hit 
by the new taxes to mount a campaign 
against the expanded VAT. 

The issue threatens to become an em- 
barrassment for Ramos, who in February 
scrapped an oil levy in the face of wide- 
spread protest. The new tax measure aims 
to replace the forgone oil revenue by 
extending VAT — current rate, 10% — to 
formerly exempt areas, mostly in services. 
The measure was also a condition of a 
US$650 million IMF loan that's expected to 
win final approval this month. 

It is unclear how the media (broadcast, 
print and books) came to be snared in the 
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VAT net. Even Senate President Edgardo 
Angara claims he wasn’t fully aware of the 
final bill’s details. “I thought all along that 
newspapers and broadcast stations were 
zero-rated and not subject to VAT,” he told 
local media. | 

Some congressmen blame the confer- 
ence committee that merged the House of 
Representatives and Senate versions of the 
bill. The measure it produced resembles 
the Senate version, which had fewer 
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exemptions and would raise P8.8 billion 
(US$330 million) annually — raising total 
tax revenues by about 3% to P273 billion. 
The House measure would have raised 
only P1.5 billion. 

Congressman Exequiel Javier, who rep- 
resented the House in the committee, says 
senators insisted that the media be in- 
cluded. But Sen. Ernesto Herrera, who 


| sponsored the VAT bill in the Senate and 


headed the conference committee, savs 


> House members inserted the media provi- 


sion. He thinks he's being made a scape- 
goat. "There should be no buck-passing," 
he says. Still others say the committee gave 
in to pressure from Finance Department 
officials who wanted a broad revenue 
measure. 

Powerful lobbies that sought exemp- 
tions for themselves may also have contrib- 
uted to the law's unexpected twist. Actors, 
financial enterprises and agribusinesses 
won exemptions or two-year deferments 
from paying the tax, forcing lawmakers to 
make up the lost revenue elsewhere. 

The committee's final measure was 
rushed to a vote in the Senate at nearly 
midnight on May 2, apparently because the 
IMF was awaiting the outcome. "I was told 
by my colleagues to just shut up as every- 
body in the [Senate] hall had not had din- 
ner and was very tired," says Sen. Anna 
Coseteng, one of only three senators (out 
of 23) to vote against the bill. She suggests 
members may not have had time to read 
the measure. 

However, there may be another reason 
for some members' unflattering admissions 
that they didn't know about the media pro- . 
vision. With elections for the entire House 
and half the Senate due next May, few 
want to incur the wrath of voters or the 
media. It may be safer to plead ignorance 


than complicity. u 
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Indirect 
Access 


Thai SEC approves 
foreign trust scheme 


By Gordon Fairclough in Bangkok 


arket sentiment in Bangkok is luke- 
warm at best these days. And for- 
eign investors are not exactly fran- 
tic to buy Thai equities. Even so, many are 
still willing to pay a premium for the privi- 
lege. 

As foreign ownership of companies 
listed on the stock exchange is restricted, 
demand frequently outstrips supply, push- 
ing prices up for overseas investors. But a 
plan approved in mid-May by the Thai 
Securities and Exchange Commission (SEC) 








More room for foreign investors. 


would change that by allowing foreigners 
indirectly to hold as many listed Thai 
shares as they want. 

Foreigners who wish to participate in 
the new scheme will continue to place buy 
orders through brokers, but their shares 
will be delivered to a series of mutual 
funds known as Thai Trust Funds that will 
be managed by a private company to be 
75%-owned by the Stock Exchange of Thai- 
land (SET). 

Every share of stock will correspond to 
one investment unit in the mutual fund. 
The units will be delivered to the foreign 
investor, who will also collect entitlements 
such as dividends and bonus shares. But 
the managers of the funds will exercise the 
stocks' voting rights. 

Separate funds will be set up to invest 
in the shares of every company listed on 
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_ the stock exchange. SEC spokesman Rapee 
Sucharitakul says that the new funds 
should be in place by the beginning of 
1995. 

The scheme thus will allow foreigners 
indirectly to hold an unlimited number of 
shares. Currently, no listed company al- 


lows foreigners to hold more than 49% of | 


its equity. Under Thai law, firms with for- 
eign ownership of more than 49% are clas- 
sified as foreign corporations and therefore 
barred from many business activities, in- 
cluding owning land. Some firms are süb- 
ject to even more stringent foreign-holding 
limits. 

Many banks and finance companies, 
for example, are prohibited from selling 
more than 2546 of their stock to foreigners. 
The trust-fund plan will also allow the 
many foreigners who now use nominees 
to buy local shares to operate within the 
law and avoid the risks of losing their in- 
vestment. Before the SET switched to 
scripless trading, foreign investors were 
able to Keep the share certificates made 
out in the name of their nominees. Now 
they have no such security. And the fact 
that Thai managers control the shares' vot- 
ing rights will prevent foreign takeovers 
of Thai firms. 

Foreign investors who still want to (or 
who must, as in the case of many institu- 
tional investors) retain voting rights may 
continue to purchase shares on the SET's 








POLICIES 


The Price 
Isn't Right 


Foreign Board. The shares traded there are | 
guaranteed to fall within the legal foreign- | 
shareholding limits, but the prices for | 
these shares are often 30-40% above those | 
on the Main Board. Now that investor in- | 


terest has cooled, however, many stocks 
are trading on the Foreign Board at no 
more than 20% above the local market 
price. 

The new system is likely to reduce the 
prices of foreign shares further as foreign 
investors shift to local shares held through 
the trust funds. Just how much the premi- 
ums will fall depends on the value inves- 
tors attach to the voting rights. 

David Gambrill of Peregrine Securities 
in Bangkok says that the lack of voting 
rights is unlikely to keep many investors 


5m——— P — 


away from the new funds. "People won't | 


mind too much about not having voting | 


rights so long as the underlying shares still 
have voting rights,” Gambrill says. "The 


value of the voting right is there, so you | 


can sell it to someone who wants it." 
The Finance Ministry will issue li- 
cences for the new mutual funds and they 


will also require SET approval. Securities | 


regulators say they eventually would like 


holding limits entirely. But, Rapee says, - 
"This gets to the issues of sovereignty and | 
independence. These questions are very | 
emotional.” And unlikely to be resolved | 


soon. | a 


60 


Hata imposes freeze on 
Japanese utility charges 


t was a case of pure political opportun- 
| ism," says Yukio Noguchi, professor of 

economics at Hitotsubashi University. 
Maybe. But Japanese Prime Minister 
Tsutomu Hata's decision to freeze all pub- 
lic-sector service prices until the end of 
1994 provided a psychological break for 
hard-pressed consumers. 

Hata's order apparently was issued 
without the usual bureaucratic consulta- 
tions. It will save the public an estimated 
Y336 billion (US$3.2 billion) that would 
have resulted from increases in telephone 





and fire-insurance charges, Tokyo rail and 
bus fares and tolls charged by the National 
Highway Corp. 

In terms of the overall increase in living 
; costs, this is probably no big deal, says 
Kazutaka Kirishima, an economist for 
| Sumitomo Life Insurance. It may shave 


only 0.1 percentage point off the 196 in- 


| crease in living costs most analysts forecast 
to see broader legal reforms to create | 
non-voting shares and to end foreign- | 


for 1994. But Masao Uno, a division direc- 
tor in the Economic Planning Agency's 
(EPA) Price Coordination Bureau, thinks 
there may be a significant impact on con- 
sumer psychology. 

"Rightly or wrongly, the public has got 


| the idea that public organisations have 
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been pushing up prices, while private com- 
panies retrench,” says Uno. EPA officials 
also suggest that other public corporations 
had been planning to raise prices. "If Hata 
hadn't acted, there would have been many 
more price increases during the summer 
and autumn," suggests Uno. For example, 
higher gas and electricity rates originally 
were planned for the autumn. 

The wider effect of the Hata govern- 
ment's price freeze, suggests Noguchi, the 
Hitotsubashi University economist, could 
be to help start a debate on whether public 
corporations have been guilty of chronic 
over-pricing of services. For instance, the 
National Highway Corp. charges car 
drivers ¥6,500 to travel the 300 kilometres 
from Tokyo to Nagoya — and would have 
charged Y7,000 if its increases had gone 
through. 

Tokyo taxi fares (which were to have 
risen to Y700 from ¥600 for a two-kilometre 
ride) have also been attracting criticism. 
"Gasoline prices are coming down in Ja- 
pan and wage levels are stable, but taxi 
companies still say they can't make ends 
meet," says an analyst. Apart from 
cosseting by the Ministry of Transport, 
which retains the right to approve all fare 


_ changes, the problem here appears to be a 
; mismatch between demand and supply. 


The availability of taxis in Tokyo is 
geared to the night-time rush caused by 


; commuters arriving at train stations after 


bus services have ended. But taxi drivers 
say they have had far fewer late-night cus- 
tomers since the speculative economic bub- 
ble collapsed in 1991. The result was to 
leave taxi companies with excess staff and 
vehicles, which in turn caused the industry 
to pile up losses. 

EPA officials claim that other factors 
besides recession have been causing prob- 
lems for public-service operators. Public 
sensitivity to public-service prices was 
aggravated early this year when the failure 
of the 1993 harvest led to dramatic in- 
creases in rice prices, an official says. 

Another problem, the EPA claims, is 
that some public-service prices were held 
down for too long during the boom of the 
late 1980s. But even the EPA admits that 
Japan's public-service charges are high 
compared with other industrial countries’ 
(see table). 

Officials at the Japan Federation of 
Employers’ Associations (Nikkeiren), 
which led the campaign against increasing 
highway tolls, couldn’t agree more that 
something needs to be done. “The Hata 
price freeze may not have helped to nar- 
row the gap, except very temporarily,” 
says Takashi Kiriku, a Nikkeiren econo- 
mist. “But at least it has directed attention 
to the problem. The next step could be to 
ask public-service operators to start ration- 
alising their operations in the way the pri- 
vate sector has been forced to do during 
the current recession.” m 
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The Far Eastern Economic Review, Asia's business newsweekly, now offers ever greater 
penetration of the region's business leaders and affluent consumers. 
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reach into the rich pool of local leaders. 
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Until Asia speaks a common language, “Asia As You Like It" is the most intelligent method 
yet devised for you to communicate. 
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Agree to Agree 


Japan and United States restart trade talks 


By Susumu Awanohara in Washington and 
Jonathan Friedland in Tokyo 


n the end, the markets forced the break- 
| through that trade diplomacy couldn't. 

Washington and Tokyo's agreement to 
disagree over how to resolve their dispute 
over Japan's trade surplus succumbed to 
hard reality on May 24. Against a back- 
drop of turmoil in world financial centres, 
the two sides ended almost a week of back- 
room bargaining with a formula for re- 
opening the talks that broke up acrimoni- 
ously in February. 

Not to have done so, analysts say, might 
have rekindled pressures against the dol- 
lar, further boosting the yen and badly 
hurting both the United States and Japan- 
ese economies. Over the last three months, 
the yen has repeatedly tested its historical 
highs, provoking massive intervention by 
central banks worldwide in an effort to 
brake its rise. On May 25, it was trading at 
around Y104.62 to the dollar. 

“If the yen goes above 100 to the dollar, 
it would obliterate Japan's manufacturing 
sector and cause an explosion in the long- 
end of the U.S.-dollar bond market," says 
Paul Summerville, head of Asian research 
at Lehman Brothers in Tokyo. "Both sides 
have now clearly recognised that the 
world's two biggest economies were about 
to be shackled by the currency market." 

With that bleak prospect, President Bill 
Clinton and Prime Minister Tsutomu Hata 
urged their negotiators to find a way round 
the stumbling-block to earlier agreement: 
how progress in any trade pact could best 
be measured. The result of the Washington 
huddle was a clearer definition of the trou- 
blesome phrase "objective criteria" that the 
two sides first adopted last July. 

Under the latest agreement, Tokyo ac- 
knowledged that progress in reducing its 
bilateral trade surplus — expected to top 
US$60 billion this year — must somehow 
be measured both on a broad, macroeco- 
nomic level and at the individual-indus- 
trial level. For its part, the U.S. pledged 
that these measurements wouldn't become 
numerical targets or quotas for Japan's pur- 
chase of U.S. goods. "We have confirmed 
that we are not seeking numerical targets 
or managed trade," U.S. Trade Representa- 
tive Mickey Kantor said at the conclusion 
of the discussions. 

Although Washington has always in- 
sisted this is the case, the fact that Tokyo 
now accepts its assertions should comfort 
not only Japan but also other Asia coun- 
tries that have watched the dispute with 
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trepidation. Many were worried by the 
possible consequences of a worsening U.S.- 
Japan relationship, as well as fearing that 
the "objective criteria" battle could one day 
become their own. These concerns were re- 
inforced by Washington's simultaneous 
hardline stance against Beijing over Chi- 
na's human-rights record. With Clinton 
now widely expected to extend China's 
most-favoured-nation trade status, the 
agreement with Japan may signal warmer 
U.S.-Asia relations. 

U.S. and Japanese officials say both 
sides toned down their rhetoric and made 
concessions to reach the latest agreement. 
However, the adjustment in negotiating 
style, if not substance, was perhaps more 





Kantor has mellowed in dealing with the Japanese. 


marked on the U.S. side. There is now talk 
of the "growth" or “mellowing” of Trade 
Representative Kantor, to whom the Japan- 
ese reacted viscerally in February. One 
Japanese trade official says Kantor has 
taken a more "practical" stance towards 
Japan since a mid-April meeting with then- 
Foreign Minister Hata in Morocco. 

At that meeting, Kantor presented Hata 
with three conditions for resumption of 
substantive negotiations: 

M Prior to the Group of Seven summit in 
July, Japan must announce another sub- 
stantial package of measures to stimulate 
its domestic economy, 

> Japan must reaffirm that some kinds of 
objective criteria are necessary to measure 
progress, 

> Tokyo must agree that both qualitative 
and quantitative means should be used to 
measure gains not only on the macroeco- 
nomic front but also in sectors such as ve- 
hicles and vehicle parts, insurance, and 
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government procurement of telecommuni- 
cations and medical equipment. 

In his May 24 comments, Kantor said 
these objectives had been met: "It is now 
clear and muzually understood that the 
purpose of each agreement is to achieve 
concrete and substantial results in the mar- 
ket, increased access and sales." 

For Tokyo, the key American conces- 
sion appears to have been its willingness 
to apply multiple criteria to each area. 
"Any assessment of whatever measures are 
taken will be done considering the overall 
set of the criteria — criteria is plural — and 
no one single criterion — that's singular," 
said a senior Japanese official. 

From the Japanese perspective, this 
boils down to an agreement that there 
won't be a repeat of the disputes that have 
bedevilled a three-year-old U.S.-Japan 
semiconductor agreement. In that pact, 
Tokyo pledged to make its best efforts to 
help foreign firms achieve a 20% share of 
the Japanese market. Each time the number 
has fallen short, Tokyo has come in for à 
scolding — and occa- 
sionally the threat of 
trade sanctions — from 
Washington. Japan's re- 
solve to avoid a replay 
of that deal hardened in 
March when it was 
strong-armed by Wash- 
ington to arbitrate what 
Tokyo saw as a private 
dispute over Motorola's 
access to Japan's cellu- 
lar-phone market. 

Despite the more 
conciliatory note, how- 
ever, Kantor has stressed 
that Washington isn't 
conceding its right to 
punish Tokyo if Japan 
doesn't make meaning- 
ful progress in reducing 
the trade imbalance. This brief flick of the 
stick was aimed, say analysts, at counter- 
ing any Japanese perception that Washing- 
ton would settle for anything less than tan- 
gible change. Recently, Japanese officials 
have pointed to statements by Clinton's 
chief economic adviser, Laura Tyson, and 
others as indicating the White House may 
be taking a softer line. 

As a result of the new understanding 
reached in Washington, officials say, de- 
tailed negotiations will start almost imme- 
diately. Discussions on financial services, 
glass products and intellectual property 
will probably be added to the agenda, they 
say. At the same time, Kantor and Japan- 
ese Foreign Minister Koji Kakizawa will try 
to keep things on the boil at the political 
level, at first by meeting in Paris at the June 
OECD meeting. The two sides hope that a 
sustained show of forward momentum 
will help calm financial markets and take 
some pressure off the dollar. w 
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Reverse Gear 


Malaysia changes tack on currency, interest rates 


By Michael Vatikiotis in Kuala Lumpur 

n its fight against inflation, the Malay- 
| sian Government has deployed a car- 

toon caricature of a banknote which 
warns the public not to spend needlessly. 
An unorthodox way to stabilise prices? 
Maybe, but to economists it's probably no 
stranger than the Finance Ministry's deci- 
sion to let interest rates fall at a time when 
it's concerned about rising inflation. 

Analysts and bankers are at a loss to 
explain the policy. Part of the answer, how- 
ever, may be that excess liquidity is simply 
forcing rates down. Three-month interbank 
rates have hit a five-year low, hovering just 
above 4%. Ghazali Attan, chief economist 
with SJ Securities, says lower rates could 
send funds flowing out of 
banks, spurring the sort of 
consumption that the cartoon 
banknote disdains. 

At the same time, though, 
the government has been ac- 
tively encouraging a rise in 
the Malaysian dollar, or ring- 
git. On May 20, Finance Min- 
ister Datuk Seri Anwar Ibra- 
him said the ringgit was 
“unrealistically low,” sending 
the currency soaring to a 1994 
high of M$2.57 to the U.S. dol- 
lar, compared with M$2.61 
just a few days earlier. Anwar 
said he'd be "comfortable" 
with the ringgit as strong as 
M$2.50. 

A stronger currency 
would help dampen inflation 
by making foreign goods 
cheaper, though combined 
with low borrowing costs it could actually 
fuel consumption. Consumer prices rose 
4.5% in the first quarter of this year, against 
3.6% in the year-earlier quarter. 

The ringgit's rise follows several 
months in which the Malaysian central 
bank tried to keep the currency artificially 
weak. Starting late last vear, the bank ag- 
gressively sold ringgit and bought U.S. 
dollars, partly to reduce the U.S.-dollar 
value of an estimated M$8 billion in for- 
eign-exchange losses it had incurred. 

That policy stoked inflation in two 
ways. First, it raised the ringgit price of 
imports, which account for 23% of national 
consumption. Second, buying U.S. dollars 
expanded the money supply. A foreign 
banker in Kuala Lumpur notes that the M1 
money-supply measure grew 40% in the 
year to January 1994. 
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flect a new tack to monetary policy — one | 


which involves closer supervision of the 
central bank by the Finance Ministry. 
"There is much closer collaboration be- 
tween the central bank and the Treasury," 
notes a local financial analyst. 

The tighter rein over Bank Negara — 
whose new governor, Ahmad Mohamed 
Don, was installed only in April — could 
be a legacy of those embarrassing foreign- 
exchange losses. The losses also prompted 
measures to damp speculation in the ring- 
git. One was a charge on ringgit accounts 
held by foreign banks that resulted in nega- 
tive interest rates. Another was a ban on 


eign fund managers accustomed to park- 
ing large sums of money in Malaysia for 
stock-buying purposes. "The regulations 
hurt the foreign fund managers and might 
have contributed to weakened market sen- 
timent," says a foreign banker. 

The new policy is considered a prelude 
to lifting these restrictions (the charge on 
vostro accounts is already gone). Overall, 
therefore, local analysts are confident that 
demand for the ringgit will remain strong 
despite lower interest rates. 


For as well as fighting inflation, there is | 
a sharper focus on liberalising the financial | 
system, analysts say. The government | 


plans to develop a futures market and en- 
courage the sale of corporate bonds. Says 
Ghazali: "What the central bank is doing is 


| 
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just getting back to a policy of liberalising : 
the financial system." " 
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Whos in 


Charge? 
The ringgit’s recent rise appears to re- | 


. Draft Hong Kong TV policy 


may repel broadcasters 
By Jonathan Karp in Hong Kong 
ould you commit your business 
W to a place whose government re- 
served the right to shut you down 
for six months without any explanation? 
Western broadcasters considering making 
Hong Kong their Asian base may have to 
ponder this question — if draft regulations 
for satellite television pass unchanged. 
In its race against Singapore to lure sat- 


ellite broadcasters, Hong Kong appears on 
the verge of being lost in space. The colony 


| is already hamstrung by Beijing, which is 
| consulted on proposed legislation and 
| must approve broadcast licences that strad- 
| dle the 1997 handover. Major United States 
| broadcasters, including ESPN sports net- 
| work and Discovery Communications, al- 
| ready are leaning towards Singapore as a 
| stable uplink base. 


A draft proposal to let broadcasters 
beam free satellite signals from the colony 
via Hongkong Telecom gives the govern- 
ment sweeping powers that contradict 
Hong Kong's laissez-faire image. 

Section C (vi) of a draft proposal ob- 
tained by the REVIEW would entitle 
Telecom to scrap satellite uplink agree- 
ments “in order to give effect ... to a writ- 
ten notice of termination from the TA [Tele- 
communications Authority], without 
cause, of any period of not more than 6 
months.” In other words, the government 
could switch off a broadcaster's signal for 
half a year without explaining why. 

No such clause applies to Hutchvision 
Hong Kong, the licensee for StarTV. But 
the government can halt StarTV's service 
by any "lawful reasonable direction" for 


| not meeting its licence obligations or if 


“public interest so requires.” 

Officials, however, play down the 
"switch-off" clause, saying the action could 
be appealed. They also stress the draft, 
which is an amendment to Telecom's h- 
cence, is still under review and could be 
altered before it's put to the cabinet-level 
Executive Council, probably in July. Fur- 
ther, they note the proposal is intended as 
an interim measure only. But some broad- 
casters say that if they agree to it now, 
China may retain the clause in future Hong 
Kong law and actually invoke it, which is 
unlikely so long as Britain rules Hong 
Kong. a 
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JAPAN 
Company Profits Drop 


Japanese companies showed 
an industry-wide average sales 
decline of 6.5% and a profit 
drop of 24.9% for the year to 
March 31, Wako Research 
Institute said. It was the third 
consecutive year of both sales 
and profit slides. Wako said it 
expects further declines during 
the current fiscal year. 


Honda, Rover Split 


Honda Motor ended its cross- 
shareholding relationship with 
Rover Group of Britain, but 
will continue supplying the 
British car maker with parts 
and technology, the companies 
said. Earlier this year, 
Germany's BMW bought an 
80% stake in Rover, bringing 
its ties with Honda into 
question. 





VIETNAM 
State Debt Call 


Vietnam has ordered ailing 
state firms to start making 
arrangements to repay their 
debts by July 1 or face 
bankruptcy. A directive from 
Prime Minister Vo Van Kiet 
accused many state businesses 
of dragging their feet in 
implementing reforms aimed 
at clearing debts, the Saigon 
Newsreader reported. 


Price Waterhouse Opens 


American accounting firm 
Price Waterhouse has received 
a licence to re-establish 
operations in the country as a 
100% foreign-owned 
enterprise. The company 
initially will operate offices in 
Hanoi and Ho Chi Minh City. 


San Miguel Brews 
Philippine beer giant San 
Miguel and its local partner, 
Khanh Hoa Brewery in Nha 
Trang province, started 
producing beer on May 22. 
The agreement for the US$24 
million joint venture, of which 
San Miguel holds 51%, was 
signed on May 11. 
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Honda will keep the technology flowing to Rover. 


Right to Strike 


Hanoi's first draft labour law 
includes the right to strike but 
does not set a minimum wage, 
officials said. Both are critical 
issues for foreign 
manufacturers — especially 
those from Taiwan, Hong 
Kong and South Korea — who 
have moved operations to 
Vietnam to take advantage of 
low labour costs. Unions have 
pushed for a minimum wage 
of US$35-50, up from the 
current average monthly 
salary of US$30. The measure 
is expected to pass the 
National Assembly soon. 





HONG KONG 
MUI Buys Post Shares 


Malayan United Industries 
(MUI) purchased an additional 
75 million shares in the daily 
South China Morning Post from 
Singapore Press Holdings. MUI 
paid HK$343 million (US$44.4 
million), or HK$4.58 a share, 
for the 5% stake. The purchase 
brings its total share in the 
newspaper to 20.6%. 








CHINA 
Stock Sheets Banned 


Shanghai banned four local 
stockmarket tip sheets. The 
widely distributed Shanghai 
Stock Express, Shanghai Stock 
Information, Caitong Weekly and 
Shanghai Stock Exchange News 
lacked proper authorisation 


and spread unfounded 
rumours, authorities 

charged. The publishers 
included academic research 
institutes. 

Foster Wheeler Contracts 
American firm Foster Wheeler 
Energy Corp. won contracts 
worth US$185 million to 
design and build two coal- 
fired steam generators in 
Hubei province. The contracts 
are part of the Ezhou power 
project. 


Safer Skies 

Beijing has pledged to bring its 
airlines up to international 
standards in three to five 
years, according to the official 
China Daily. “China is resolute 
about boosting its image” 
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among travellers, said Deputy 
Civil Aviation Chief Bao Peide. 


MALAYSIA 
Anti-Inflation Drive 


Kuala Lumpur launched a 
public campaign to fight rising 
prices. Newspaper ads urge all 
Malaysians to help fight 
inflation and carry pledges by 
individuals to use their credit 
cards less, save more and lead 
moderate lives. Inflation rose 
to 4.5% during the first quarter 
from 3.6% during 1993. (See 
also page 62.) 





THAILAND 
Going Underground 


The cabinet said all mass- 
transit projects in central 
Bangkok must operate 
underground. Three current 
projects under primary 
contractors Hopewell Holdings 
of Hong Kong and Tanayong 
and Bangkok Land of Thailand 
all involve elevated trains. The 
government says it is prepared 
to pay Baht 40 billion (US$1.6 
billion) to help modify the 
projects. 





TAIWAN 
Trade Surplus Shrinks 


Taiwan's trade surplus for the 
first quarter of 1994 shrank to 
US$230 million, its lowest level 
in 13 years. Including services, 
the trade balance shows a rare 
deficit, of US$557 million, 
raising concerns that weak 
exports will slow overall 
growth to less than 6% this 
year. 





MACAU 
Leasing Incentives 


The government issued tax 
incentives to promote leasing 
businesses in the colony. The 
package includes exemptions 
from certain stamp duties, 
property-transfer taxes and, in 
some cases, property taxes. 
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TOKYO 
Let's Pretend 


he Nihon Keizat Shimbun recently re- 

ported that local brokers “romped” 
back into the black during the latest fiscal 
year. Catchy though it is, “romped” is not 
a verb Shroff normally associates with the 
walking wounded. 

Fourteen of Japan’s 25 biggest brokers 
were profitable in the 12 months to March 
31, up from only two a year earlier. In their 
annual exercise in Pollyanna-ish predic- 
tion, all 25 said they expect profits to im- 
prove this year. 

But masked by the cheery headline 
numbers are signs of a permanently con- 
valescent class that can survive only be- 
cause of continued bailouts. Artificial sup- 
port for firms like Dai-Ichi and Yamatane, 
which just posted their fourth straight loss 
— not to mention the seven that just posted 
their third — does more harm than good 
to the Tokyo market and to the Japanese 
financial system as a whole. 

There are several reasons for this. The 
biggest is that they cost everyone more 
monev than they are worth. More than half 
of first section-listed brokers have seen the 
value of their shareholder equity decline 
by more than 25% from their peak. In the 
case of Cosmo, Sanyo, Kankaku and Yama- 
tane, this has already resulted in Finance 
Ministry-mandated, bank and Big Four-led 
bailouts. More will certainly be needed this 
year, particularly if the ministry enforces a 
rule requiring brokers with three or more 
consecutive losses to repay or fully col- 
lateralise any outstanding paper. 

Second, the bailouts don't seem to have 
rallied clients to the cause. Cosmo, Sanyo 
and Yamatane have all suffered steep de- 
clines in market share as their troubles 
have become widely publicised, while the 
aggregate share of the Big Four has 
climbed back towards its 1990 peak. And 
there’s less business to go around: daily 
volume is down about 70% from 1990, 
which hits second-tier brokers — who rely 
almost entirely on commission income — 
particularly hard. 

Finally, putting the patients on crutches 
won't aid the cause of liberalisation. Three 
out of the five newly established bank- 
backed brokerages managed to show a 
profit in their first year of operation only 
because their parents slipped some bond- 
trading gains over to their ledgers. And 
with the city banks, led by Asahi, entering 
the fray over the next few months, compe- 
tition will only get tougher. 

Tougher still if the primary market re- 
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mains dysfunctional for yet another vear. 
Although over-the-counter and second- 
section initial public offerings (IPOs) are 
revving up a bit, the first section is mori- 
bund and will probably remain so until Ja- 
pan Tobacco is launched in October. Bar- 
ring some interesting IPO action, trading 
volume is likely to remain around 300 mil- 
lion shares a day, far below the 400 million 
brokers say they need to justify their opti- 
mistic earnings predictions. 

Shroff believes a little Darwinian cull- 
ing wouldn't hurt anyone except for a 
handful of embarrassed senior executives 
and Finance Ministry bureaucrats. Rank- 
and-file workers can get jobs at new bro- 
kerages. The hapless banks and brokers 
now throwing good money after bad can 
use their funds better elsewhere. And the 
removal of these throwbacks would go a 
long way towards eliminating one of the 
biggest impediments to a resurgent Tokyo 
market: the system of fixed commissions 
that makes trading here grossly expensive. 

m Jonathan Friedland 


TAIPEI 


Bank on Change 


S ome bankers, looking in frustration at 
the pace of Taiwan’s financial liberali- 
sation, have described it as akin to issuing 
a post-dated cheque. Their hopes will re- 
ceive a boost from the news that Liang 
Kuo-shu, the current chairman of Chiao 
Tung Bank, will become the new governor 
of Taiwan’s central bank. 

Most recently, Liang has been one of 
the most vocal advocates of privatisation 
of the banking sector, including the priva- 
tisation of the bank he heads. The official 
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excuse for not privatising the banks more 
rapidly is that the stockmarket can’t absorb 
such large cash calls at a time when it is 
still shaky. (The unarticulated fear is that 
mainland interests will acquire control over 
Taiwanese assets.) This is a stance that 
Liang openly disputes. 

“If we combine a policy of listing the 
banks with a policy of letting foreign in- 
vestment funds into Taiwan, then the im- 
pact on the stockmarket won't be so big,” 
he says. That, of course, puts him at odds 
with his predecessor as governor, Samuel 
Hsieh, who has resisted allowing foreign 
capital into the country unrestricted. 

His appointment will doubtless be 
greeted with joy by his counterparts at 
other state-controlled banks because he has 
long fought for the banks’ independence, 
both from policy makers and politicians. It 
remains to be seen whether Liang can mus- 
ter the political clout to take on the provin- 
cial assemblies that have so far refused to 
cede control of the banks. 

Labels do not sit easily on the 63-year- 
old former academic. But he is expected to 
be far less idiosyncratic in his style and far 
less dogmatic in his policies than Hsieh. As 
governor, Hsieh frequently operated as his 
own man; the courtly Liang, by contrast, is 
expected to take others’ counsel. And, un- 
like Hsieh, Liang tends to have more faith 
in market mechanisms. 

At the same time, the new governor 
believes that the banking sector needs to 
be a force for stability. He has viewed the 
private banks that have appeared on the 
scene in the last two years with dismay. 
This is because he believes they have con- 
tributed to concentration of economic 
power; the new licences went to already 
powerful business groups. 

“Their lending has been concentrated in 
real estate; they have contributed to the 
overbuilding, instead of lending to manu- 
facturers,” he notes. “We have under-in- 
vested in industrial modernisation.” 

After five years at Chiao Tung Bank, 
Liang is familiar with the conflicts be- 
tween policy-lending and commercial- 
lending decisions. His reluctance to pro- 
vide financing for the proposed link-up 
between Taiwan Aerospace Corp. and 
British Aerospace was a key factor in the 
collapse of that deal last year. As a deve- 
lopment bank, Chiao Tung has its share of 
weak loans; Liang frets about his bank’s 
exposure to the electronics and computer 
industry. 

What makes Liang a conservative 
banker is most likely also to make him an 
advocate of the equity markets. After all, 
that’s where risk capital belongs. 

u Henny Sender 
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Global Equity Offering 
of 
63,229,770 B Shares 
Joint Global Coordinators 
Goldman Sachs International Den Danske Bank 
. . 92,310,000 B Shares 
in the form of American Depositary Shares or B Shares. 
This portion of zd offering. has been sold outside the United States by the undersigned. 
Europe | Rest of World 
» UBS Limited EM | Goldman Sachs international NO 
“Deno ; Danske E Bank eutsche Bank | Daiwa Europe Limited | | Den Danske Bank E 
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§ Goldman Sachs International Unibank Kleinwort Benson Securities 
l Bikuben Enskilda Corporate Prospectus Ltd | Cazenove & Co. NatWest Securities Limited 
x | N M Rothschild and Smith New Court 
25,919,770 B Shares 
in the form of American Depositary Shares or B Shares 
This portion of the offering has been sold in the United States by the undersigned. 
Goldman, Sachs & Co. Merrill Lynch & Co. 
Bear, Stearns & Co. Inc. Lehman Brothers JP. Morgan Securities inc. 


Salomon Brothers Inc. Smith Barney Shearson Inc. 
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Manager, Journalism Programs 
East-West Center 


The East-West Center is a public, nonprofit education and research institution with 
an international board of governors. Scholars, graduate students, educators and 
professionals in business and government, work with the Center's staff on current 
Asia-Pacific issues. The Center was established in Hawaii in 1960 by the U.S. 
Congress, which provides principal funding. Support also comes from more than 20 
Asian and Pacific governments, private agencies and corporations and through the 
East-West Center Foundation, 

Applications are being accepted for a three-year limited position. This position 
manages the Center's programs to enhance the media's knowledge and understanding 
about Asia and the Pache through professional development, through interaction 
among journalists, media executives, scholars and other professionals, and through 
participation in EWC seminars, briefings and study tours, Major duties: Plans, 
conducts and evaluates annual programs, including the Jefferson Fellowships, for 
journalists and executives in the communications media to expand their knowledge 
about issues and concerns facing Asia, the Pacific and the United States. Conceptu- 
alizes and develops new programs and plans expansion of existing projects, Develops 
collaborative projects with other organizations; develops proposals for external 
funding; and seeks to increase the number of programs participants and broaden the 
diversity of participants. Counsels students and interns interested in journalism issues 
or soumnalsinie careers. ores to the intellectual life of the Center. 

7 i : M.A. degree or equivalent, In addition to the 
dene applic ants must | have at least six years full-time professional experience in 





journalism (either print or broadcast) with a strong publication record as evidenced. 


by print and/or documentary radio/television broadcasts. Must have at least three 
years managerial experience including managing people, budgets and expenditure 
plans; and at least two years as a full-time journalist working in an Asian or Pacific 
country. Must be familiar with current Asian issues — Le., conversant with major 
population, environmental, and economic issues. Applicants must have effective 
interpersonal relations skills and be able to work successfully in a multi-cultural 
environment. 

PREFERRED QUALIFICATIONS: Ph.D. degree in journalism. Experience in an 
academic institution, in developing proposals for funding, and in developing, con- 
ducting and evaluating professional programs for journalists. 

SALARY: $56,627.00 TO $66,067.00 per vear, depending on qualifications, plus 
cost-of living allowance currently at 22.4% (subject to change) and an attractive 
benefits package. 

HOW TO APPLY: Submit cover letter including position title and a statement 
addressing how the qualifications are met, a resume, and names and addresses of three 
professional references, Screening and assessment will be based on the materials you 
submit, Send to: Wanda Dial, Personnel Office, Dept. 655, East-West Center, 1777 
East-West Road, Honolulu, Hawaii 96848 or FAX to: (808) 944-7970, Applications 
must be postmarked/FA Xed by JULY 15, 1994. 


An Equal Employment Opportunity/Affirmative Action Employer 








ASSOCIATE 
Low to High $50's 


International non-profit organization seeks reproductive health or family 
planning professional to be based in New Delhi, India. The incumbent will 
develop and implement à program of research, training and technical 
assistance to expand contraceptive choice and improve the quality and 
coverage of family planning and reproductive health programs in India and 
mother Asiancommunities. Qualifications: medical degree (M.D., M.B.B.S. 
or Equivalent); minimum 5 years prior relevant research, technical assist- 
ance, training or clinical experience in developing countries — preferably 
Asia; detailed, up-to-date knowledge of the range of contraceptive tech- 
nologies and knowledge of related reproductive health issues; strong 
communications skills, both written and verbal, and a proven ability to 
work well with all levels of staff in a wide variety of institutional settings; 
understanding of user perspective and social issues related to technology 
introduction; ability to work with women's groups and researchers; skills 
in family planning service delivery required. Excellent benefits package. 
Resume to Maria Vinardell, The Population Council, One Dag 
Hammarskjold Plaza, New York, New York 10017. An EOE/AA Em- 
ployer. M/F. We encourage applications from females and minorities. 
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9 Prestigious 4000 Acre Ranch 
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€ Over 100 Coastal Pastures 
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Full Nominee Management, Accounting 


ifsc, : and Admin services available at 
e 12 Homes & 1 million in Equip. reasonable cost with no hidden extras, 
€ Horse & Cattle Facilities Ready made Companies available. 
€ BAHAMAS 500 
A.L. Salley Realty € B.V. ISLANDS $500 
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72 New Bond Street, London W1Y 90D 
Conferences & Exhibitions Tel: 444 71 355 1096 Fax: 444 71 495 3017 
DIANA BEAN 
24 Rattles Place, 26-04 Clifford Centre 
Singapore 0104 
Tel: 465 535 3982 Fax: +65 535 3991 
ANDERS WADMAN, Solicitor 
2402 Bank of America Tower, 
12 Harcourt Road, Central, Hong Kong, 
Tel: +852 522 0172 Fax: «852 521 1190 
KEVIN MIRECKi Attorney at Law 
3501 Jamboree Road, Suite 2100, 
Newport Beach, CA 92660, U.S.A. 
Tek 41 714 854 3344. Fax: 41714 854 6967 
SUZANNE GUJADHUR, Barrister 
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REVIEW CLASSIFIED 
ADVERTISEMENTS 


Cost: US$ 84 per column centimeter 
Column Width: 
1 column 
2 columns 88 mm 
3 columns 133 mm 
4 columns 183mm 
Column Depth: minimum 30 mm, maximum 230 mm 


Standard Units: 
1/4 (v) page (230 x 41 mm) 
1/4 (h) page (120 x 88 mm) 
1/2 (v) page (230 x 88 mm) 
1/2 (h) page (120 x 183 mm) US$ 4032 
Full page (230 x 183 mm) US$ 7728 


For more information, please contact the: 
Classified Advertisement Manager, 

Far Eastern Economic Review, 

25/F, Citicorp Centre, 

18 Whitfield Road, 

Hong Kong. 

Tel: 5084473, Fax: 5031537 
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US$ 2016 
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CLASSIFIED ADVERTISEMENTS 








Postdoctoral 
Fellow/ 
Research 


| Fellow/Fellow 


Research School of Pacific 


and Asian Studies 


Division of Pacific and 
Asian History 





(LEVEL A/LEVEL B/ 
LEVEL ©) 

The Division of Pacifie and 
Asian History seeks to make two 
appointments: 

1. An historian of Japan, at 
Postdoctoral Fellow/Research 
Fellow (Level A/B). The position 
ix open to a specialist in 
Japanese culture/society in any 
period of P pim history. 
Projects involving a focus on 
o gender/identity/representation 

— will be particularly welcome. 
The theoretical sophistication 
and/or comparative orientation 
of a project will be relevant 
considerations. 
Ref: PA 4.5.1 
9, An historian of the Thai 
World, at Postdoctoral Fellow 
Research. Fellow/Fellow 
(Level A/B/C). 


The 
Australian 
National 
University 









Ref: PA 4.5.2 
The successful applicant will 
have a completed PhD, and, in 
the case of the Research Fellow 
or Fellow appointment, relevant 
experience and publications will 
be expected. 

Contact: For further information 
about the position, please 
contact Professor A. Reid, 

Division of Pacific and Asian 
History, Tel: 61 6 249 2304; Fax: 
61 6 249 5525. Further 
particulars, which include the 
selection criteria, are available 
from the School Secretary, 
Research School of Pacific and 
Asian Studies, 

Tel: 61 6 249 2678: 

Fax: 61 6 249 4214. 
Closing date: 30 June 1994. 
Salary: Postdoctoral Fellow: 

$AUS32,428-84US39,495 p.a. 
(A successful applicant holding a 
PhD will be appointed at 
$AUS365,793), Research Fellow: 
$AUS41,574-$AUS49,370 p.a. 
Fellow: $AUS50,928. 
SAUSS8,724 p.a. 
Appointment: Postdoctoral 
Fellow is for up to two vears 
initially, with the possibility of 
extension to the maximum of 
three years; Research Fellow 
Fellow for three years initially, 
with the possibility of extension 
to the maximum of five years. 
Applications addressing the 
selection criteria should be 
submitted in duplicate to the 
Secretary, The Australian 
National Univ ersity, Canberra, 
ACT, Australia 0200, quoting 
reference number and including 
curriculum vitae, list of 
publications and names and 
addresses of at least three 
referees. 


The University has a "no 
smoking" policy in all University 
buildings and vehicles. 

The University is an Equal 
Opportunity Emplover 


To place your classified ad, 
fax: Hong Kong (852) 5031537 or call: 


5084473 
Singapore 2203720 


Hong Kong 


Tokyo 32932796 


Bangkok 3326400 
Sydney 3639736 
Jakarta 2511445 


Taipei 7677390 
Manila 8273950 
Seoul 2530852 
3340008 
8086618 
4130561 


London 
New York 
Auckland 








Leading investment bank 
seeks à 
Database Administrator 


for its equities research operations in 
China, Hong Kong, India, Indonesia, Korea, Malaysia, 
the Philippines, Singapore, Taiwan and Thailand. 


The need for increasingly sophisticated analyses of these markets has 
caused a requirement for databases as power ful and responsive as those 
created for the more mature jurisdictions where the company already 
has extensive activities, 


In addition to: 

9 Excellent communications and presentation skills, 

€ Demonstrated project management capabilities, and 

€ The ability to work independently. 

The successful applicant will also need: 

® A university degree or equivalent qualification, 

€ Two vears experience of working in both SUN UNIX and IBM 
environments, and 

9 Two to three years experience in EXCEL MACRO programming. 

Experience i in financial modelling is also essential for this Hong Kong- 

based job as is the preparedness to »travel frequently. An understanding of 

systems communications will be an additional advantage. 


Remuneration will be commensurate with qualifications and experience. 


Applications marked "Private and Confidential to: Box 0602, Adver- 
tising Services Department, G.P.O. Box 160, Hong Kong. 





Contact 
„the business link 


0800 73 00 73 


FREE PHONE/FAX 


If you're in business 
you'll want to know about us. 
Just ONE FREE CALL gives you the facts. 


| Contact New Zealand wer 


PHONE; FAX 0800 730 073 - 


Outside New Zealand 
Phone/Fax 0064 6 347-2717 
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By Simon Elegant 


eira Chand has made a life out of 
alienation. “I usually deal with the 
conflict of cultures and cultural 
identity, dislocation," says the soft-spoken 
52-year-old writer. Chand is well qualified 
to write on those subjects: she has lived for 
nearly two decades in Japan, which she de- 
scribes as a particularly difficult society to 
live in as an expatriate. "You can be a for- 
eigner in other countries and achieve some 
kind of assimilation after 10 or 20 vears, 
but not Japan,” she explains. “In Japan, I've 
always felt alone. It's very diminishing to 
be peripheral, and writing is my act of par- 
ticipation." 

As the child of an Indian father and a 
Swiss mother, Chand learned early in life 
about being an outsider when she was the 
first non-English girl to enter Putney High 
School in London. "It was hard, very hard 
then to be a child of a mixed marriage," 
she told an interviewer in 1993. "England 
in the 1940s and 1950s wasn't a multi-racial 
society at all. Certainly not what it is to- 
day." But Chand has transformed into art 
the feelings of alienation that left her 
"searching desperately for a cultural iden- 
tity.” Her sense of being an outsider has 
been the wellspring for the five novels she 
has published in the last 16 years, most to 
broad critical acclaim. 

A few years ago, Chand discovered that 
she was not entirely alone; she found she 
was only one of a group of writers, many 
of them Asian, who share little but the Eng- 
lish language and a sense of rootlessness. 
“It was a great discovery to find that I be- 
long to something called the New Litera- 
tures," she says, smiling, seemingly still a 
little bemused that other writers are wres- 
tling with her demons. "Dislocation and 
outsidership recently came together under 
that rubric, and l've now been to several 
conferences on the subject where I found a 
tremendous sense of fellowship. It was the 
first time that I felt that I had a place. Every 
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Meira Chand 
Japan 





Exploring Alienation 





Books by Indian-Swiss writer in Japan grapple with 
themes relating to cultural dislocation 


artist has their specific themes that come 
from deep in the subconscious. Those is- 
sues of cultural dislocation and being an 
outsider are mine; they are central to my 
whole life and spiritual being.” 

The group is a broad church, Chand 
says, accommodating writers as diverse as 
Kazuo Ishiguro, Salman Rushdie, Michael 
Ondaatje and V. S. Naipaul. The only com- 
mon thread is that “all the writers involved 
are in states of dislocation.” And the num- 
ber of writers in the group is growing rap- 
idly. “It’s a function of today's world," 
Chand explains. "In the past, people were 
rooted in tradition and wrote from those 
traditions. Now there are whole commu- 
nities who have to invent their own tra- 
ditions." 

Chand, too, was forced to invent herself 


É There are whole 
communities who have 
to invent their own 

traditions g 


as a writer. Initially, she wanted to be an 
artist and studied textile design at a Lon- 
don art school. But soon after graduating, 
she married an Indian businessman and 
moved with him almost immediately to 
Japan, where he worked in the import- 
export trade. For the next decade, the re- 
sponsibilities of motherhood, along with 
her sudden isolation — the family lived for 
years in an isolated farming community — 
soon drove all thoughts of art or writing 
from her head. It took a five-year stint liv- 
ing in India in the early 1970s to free that 
side of her character. 

"India was a very traumatic experi- 
ence," Chand savs. "I met a half of myself 
that I had not known and had maybe re- 
jected. It was so traumatic there was no 
other way to express myself other than to 
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write." In India, she discovered a commu- 
nity and a place where at last she felt at 
home, accepted. "I am still an outsider, but 
| have in India a sense of spiritual comple- 
tion, a sense of homecoming. I’m an hon- 
orary Indian." 


ut of that sense of completeness 
O came her first novel, The Gossamer 

Fly, whose central character is the 
child of a mixed marriage. Similar themes 
are addressed in her best-known novel, The 
Bonsai Tree, an elegantly written, under- 
stated examination of an Englishwoman's 
struggle to adjust after she accompanies 
her husband, a Japanese, to his homeland. 
Chand's time in India also produced her 
first book set outside Japan, The House of 
the Sun, an exuberant, thoroughly Indian 
novel about the intertwined fates of a 
group of Sindhis forced to flee to Bombay 
at the time of the partition. 

One central problem of her work, 
Chand savs, is that like any outsider, her 
fictional imagination is confined by the 
very subject matter she has chosen. "One 
of the greatest difficulties in w riting 
about an alien culture is that one's re- 
sponses are formed in childhood and it's 
very difficult to find a way into Japanese 
characters because | haven't shared that 
childhood." 

Because of that constraint, she says, “1 
tend to make the Japanese peripheral char- 
acters. [t seems to me audacious to try and 
see into the soul of a character whose 
culture is so utterly different from your 
own. In terms of human emotions, we're 
all the same, but culturally we are very dif- 
ferent." 

Chand recently finished her latest novel, 
A Clioice of Evils. Although not set in Japan 
or India, in many ways the book still deals 
with the themes central to her other nov- 
els. "It's about the Sino-Japanese war, so 
I'm still dealing with characters in disloca- 


tion," says Chand. "After all, the greatest 
dislocation of all is war." a 
JUNE 2, 1994 
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ROYAL Thai offers its Royal Orchid Plus Æ THREE GREAT NEW DESTINATIONS. 


members one of the most innovative , 23 LU 
We've expanded our service into China and now offer 
and exciting bonus offers ever created | E. c e z | 

e 18 flights a week to the four key cities of Beijing, Kunming 
tor frequent flyers : 
1 and now Guangzhou 


This new bonus offer is available : 
and Shanghai. 


to members who fly a total of three : i 
/ ~ Plus, we've also 
First and/or Business Class interna- 
added Dubai to our 


tional flight sectors on Thai's world- | : 
rapidly expanding routenet. 





wide routenet between April 18 and 


September 30, 1994. SMOOTH AS SILK ON THAI. 
The new bonus is over and above the miles you would But, perhaps the biggest plus of all is flying 


normally earn. smooth as silk on Thai, enjoying our world renowned 


For First Class, the normal miles you receive are 








Royal Orchid Service all the way - award winning 


the miles you fly, plus 50% for travelling First Class. food and wine, charming cabin staff and a fresh 
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à adi p of these miles. Pick up an enrolment form from 


And the more times you fly, the bigger | 
5 you fly, the bigge your nearest Thai office or com- 
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Unspare the Rod 
While having my supper | read Susumu 
Awanohara's superb piece on the caning 
of Michael Fay [Whipping-Boy, Apr. 28]. 
In one page it covered everything. Missed 
nothing. I know. I have followed the story 
with keen interest. 
| am grateful to Lee Kuan Yew for start- 
ing something. It took a bit of courage, a 
bit of foresight, of a good friend's long- 
range service to America. Clearly it is time 
for the pendulum to swing to the centre. 
The left has carried it too far left. We are 
sick of it. Who knows — that stroke on the 
butt of this young man may have started 
America thinking: we may indeed have 
spared the rod much too long. Were that to 
Occur, we must prepare some kind of No- 
bel Prize for our friend Lee Kuan Yew. | 
have followed him all through his public 
life and noted almost all of his public state- 
ments concerning regional or global issues. 
| have yet to catch him do or say anything 
irresponsible. 
How envious I am when I survey the 
U.S. scene. 
JACK WONG 
Anchorage, Alaska 


Philippine Eagle 
Mighty amidst 
rough winds. 


Journal Jan. 10, 1994) and the best 
performing market in the world 
from 1991 to 1993 (Far Eastern 
Economic Review October 7, 1993). 


All AsiaSecurities 
Your Profit Link to the 
Philippine Equities Market 


Like the Philippine Eagle, All 
AsiaSecurities soars thru the 
Market with actionable ideas, 
accurate forecasts, efficient 
execution & settlement, and 
capital strength. 


For more details call: 
Don P. Calderon 
President 


All AsiaSecurities 
Affiliated with Sanyo Securities Co., Ltd., of Japan 
105 Paseo de Roxas, Makati 1200, Metro Manila, Philippines 
Tel. No. 817-17-66 or 818-32-11 to 15 @ Fax No. (632) 817-17-28 





Bleeding Cambodia 
Chhang Song's assessment 
of Cambodia was only half 
correct when he cited the 
government's relative suc- 
cesses after the UN-organ- 
ised elections last vear 
[Cambodia's Year One, 5TH 
COLUMN, May 5]. What Ch- 
hang failed to point out was 
that the 18-month mission 
left Cambodia and its peo- 
ple with an unfulfilled pro- 
mise. When he praised the 
government for tackling cer- 
tain critical issues, he again 
failed to suggest that the 
government — which emer- 
ged from a misperceived, ill-defined and 
subjective UN formula — has on several 
occasions misstepped in its approach to ad- 
dress the same key issues. 

The government's limited success after 
one year in power results from the follow- 
ing factors: first, a poor internal governing 
structure, which makes for an ineffective 
policy; second, an inability to identify and 
set priorities objectively on the foreign and 
domestic agenda, which has led to great 
misgivings among many of Cambodia's 
friends and allies. 

Although there has been substantial for- 
eign assistance in terms of money, man- 
power and expertise, the government has 
not concentrated its effort on a particular 
major national development programme. 
In fact, it is still preoccupied with how to 
find suitable positions for jobless party loy- 
alists. Meanwhile, the government blames 
the Khmer Rouge for continued violence, 
insecurity and instability in cities it gov- 
erns, which seems to be the only thing 
keeping foreign investors away. The 
Khmer Rouge may discourage major in- 
vestment today, but the government's in- 
effectiveness poses a greater obstacle to 
long-term economic development. 

The recent military offensive to crush 
the Khmer Rouge and a call to outlaw the 
radical group, especially after subsequent 
government defeats in its guerilla counter- 
attacks, indicate that the government is not 
certain about where a long-term national 
interest lies. Nor does it appear to know 
how to identify priorities on behalf of its 
objectives. The goal for Cambodia is inter- 
nal peace and security. 

Common sense: A government that 
"can't enforce the law it made in the city 
can't enforce the same law in the jungle." 

HASSAN ABUKASEM 

Executive Director 

Cambodia Development International 
Washington 
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Guns before butter. 


Chhang Song's article is a 
call for action. As he so 
rightly points out, we must 
now consider the post-Siha- 
nouk era when the king will 
no longer be serving as the 
nucleus of national unity. 
History has taught us that 
the democratic symbol of na- 
tional unity is a good consti- 
tution; this is what Chhang 
means when he speaks of the 
need for more checks and 
balances. Plans for constitu- 
tional revision should have 
been initiated as soon as the 
existing constitution came 
into force. For what may be a 
satisfactory constitution under a King Si- 
hanouk could be a disaster under a leader 
not disposed towards democracy. 
ALBERT P. BLAUSTEIN 
Rutgers University School of Law 
Camden, New Jersey 
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A Rose By Any Other Name 

| see frequent references to "Burma" in- 
stead of "Myanmar" in your articles. To 
see this in a premier magazine (and, in my 
opinion, one of the best) dedicated to Asia 
is awfully disappointing. Is it news to you 
that Burma changed its name to Myanmar 
in 1988? I certainly think not. While the 
politics may not have changed one bit, its 
name definitely has. In Mark Clifford's 
May 12 article Pressure Tactics, references 
to Burma abound. The map, too, shows the 
capital city as “Rangoon” instead of "Yan- 
gon." 

Had there been a reference to Myanmar 
even once in that article, it would have been 
a little less damaging, though still unac- 
ceptable. These days, would you refer to 
any of the CIS countries or even Russia as 
the “U.S.S.R.” or "Soviet Union"? 

NEERAJ JAIN 

Project Officer 

Asia Department 
International Finance Corp. 
Washington 


Cruel to Be Kind 
Nury Vittachi — whom I presume is a hu- 
man being — is cruel, callous and crude in 
his item about a Vietnamese iced sugarcane 
drink called “Mia” [MIA Culpa, TRAVEL- 
LERS' TALES, May 19]. This is not humour. | 
wish Vittachi had a dear one "iced 

sugarcane drink." 

EITIZAZ HUSSAIN 
Embassy of Pakistan 
Beijing 
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t's not always comforting to be vindicated by history. 


One year ago, in wake of the $22 billion, United Nations- | 
sponsored elections in Cambodia, we wondered how | 
much that first election would mean without a viable eco- _ 
nomic or political system. For what Cambodians needed | 
first and foremost was a government strong enough to pro- | 
tect them from the Khmer Rouge. Without the institutions | 
|. necessary for reconstructing civil society, a vote by itself j 
. would do little to solve this tragic nation's most pressing | 

_ long way off. But however difficult and complicated a reso- 


prose. 


|. Almost a year after the 22,000 UN peacekeepers have 
bz sehirmed home, Cambodia is arguably further away from a j 
normal society than when the troops arrived. The problem | 
- bodia, the Khmer Rouge remains a murderous constant. 


goes back to the 1991 Paris Peace Accords themselves, and 


especially its dubious supposition that a free and fair elec- : 
tion would magically transform the Khmer Rouge from a - 
n. genocidal band of outlaws into respectable parliamentar- - 
ians. To the contrary, what we now see is that the Khmer - 
Rouge — which was itself a signatory to a peace accord it 
| then did everything to undermine — has emerged from the - 
. process with its prestige enhanced, its territory expanded _ 


| and its weaponry intact. 


The UN plan might have worked had it stuck to its origi- B 
nal, if unrealistic, proposal to disarm all the Cambodian - 
factions. But the die was cast when the Khmer Rouge re- | 
fused to disarm — and the UN Transitional Authority in - | 
finally unshackling trade from human rights, the president | 


Cambodia refused to make them. Indeed, the one recognis- 


able casualty of the peace accord was Untac's second in | 
. has ever known and set the stage for an American foreign 


command, French Gen. Michel Loridon, who argued for a 


tougher stance against the Khmer Rouge. "We have to push - 
the general liked to say. Instead of pushing, how- | 
_ his reversal so explicit, when the political temptation must 


them,” 


ever, Untac caved. Gen. Loridon was sacked. 


But if Untac's weakness guaranteed that the new Cam- | 
bodian government would inherit a more intractable Khmer | 
Rouge, neighbouring Thailand bears much responsibility for - 
making them stronger. Financially, the Thai military's log- - 
_ ensure this price is as modest as possible. We have not been 
. shy about cataloguing the Clinton White House's many de- 
| ficiencies in America’s Asia policy. But honesty compels us 


ging and gem-mining contracts along the Cambodian bor- 
der has brought Pol Pot & Co. millions. But it is not simply 
a case of renegade generals enriching themselves. As a sen- 


ior Thai official told former U.S. Ambassador Morton | 
Abramowitz in 1992, Bangkok sees the protection of the | 


Khmer Rouge as an important element of Thai security. 
This leaves Phnom Penh with few options. Divided 

among themselves and losing popular support each day 

due to corruption and infighting, Cambodia's new gov- 


ernment is even less equipped than its predecessor to take : 
| onthe Khmer Rouge despite its public mandate. Certainly — 
¿the appeal for more military support from the West de- | 
f secretary of state humiliated in Beijing and listens to ever | 





serves support. One proposal making the rounds would 
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Cambodia’s Nightmare 


One year after elections, peace remains elusive 





be for Cambodia to knock out the Khmer Rouge radio | | 
TNR . capitals. Mr. Clinton has now done the right thing on MEN. < 
ar-flung troops inside Cambodia. The problem is, the sta- - 
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| tion is located inside Thai territory — along with three 


dozen tanks the Khmer Rouge is not supposed to have. 
Support from Western intelligence both in locating the 
Khmer Rouge's heavy weaponry and providing the 
matériel wherewithal for the Cambodian Government to 
destrov it would at least help defang the Khmer Rouge 
and make it more difficult for them to stray far from their 
border hideouts. 

In short, any real solution to Cambodia's woes remains a 


lution may be, it is far preferable to pretending that one vote 
by itself has — or could — persuade the lions to lie down 
with the lambs. Whatever else may have changed in Cam- 


And until this boil is lanced, all bets are off. x 


Face Saver 
Clinton renews China's MFN 


sn't it nice to wake up without having to worry about 
MEN? We certainly think so, and we have Bill Clinton to 
thank. 

Never mind that Mr. Clinton brought the problem upon 
himself by exciting passions he could never satisfy. By 





has at once liberated the most progressive influence China 


policy that might now take advantage of these reform ele- 
ments. And Asia owes him special thanks for having made 


have been strong simply to muddle along. 

As welcome as Mr. Clinton's decision may be, he will 
nonetheless pay a political price for backtracking on yet 
another campaign promise. It is in Asia’s interests to help 


to concede that matters have too often been exacerbated by 
the shortcomings in Asia's America policies. 
Face, after all, is as important to American presidents as 


| itis to Asian leaders. Indeed, it may be all the more impor- 
. tant in societies whose leaders must regularly contest close 
. elections. An Asia that still depends on an American secu- 


rity umbrella for its prosperity would do well to reflect on 
how much harder a policy of engagement — and its attend- 
ant sacrifices — is to sell to an American public that sees its 


more frequent denunciations of the West from other Asian - 


Is Asia wise enough to know how to accept it? LE 
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With 45 hotels in 16 countries in Asia Pacific. 
ITT Sheraton is the region's hotel of choice 
for business travellers. Take. for example, 
Lai Lai Sheraton Hotel in Taipei. It has no 
less than 700 rooms with12 restaurants and 
is situated bang in the middle of the city's 
shopping and business district. And now. 


when vou stay at any ITT Sheraton on 
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business, we'll make it easy for vou to earn 
miles towards free travel or a free stay at 
Sheraton Nusa Indah Resort on the tropical 
paradise of Bali. or at any one of our 
extraodinary resort hotels. All you do is join 
ITT Sheraton Club International when you 
make your next reservation and you'll be well 
on your way. Of course Gold Card members 
get extra privileges and earn miles even 
faster. For reservations simply call Hong hong 
739-3535: Indonesia 21-573-6918: Malaysia 
S00-1-001 (toll-free): or Singapore 732-6000. 
There's always a room waiting for vou. As well 
as a holiday. 
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Deng Xiaoping declared: 
“To get rich is glorious.” 
But his decision to liberate 
the economy has also 
unleashed corruption, 
banditry and social 
upheaval, report Lincoln 
Kaye and Anthony Kuhn. 
Amid the growing chaos, many Chinese 
see little difference between cops and 
robbers, and the wealthy are hiring their 
own bodyguards. This rising lawlessness 
LAW & ORDER suggests the last days of a declining 
dynasty, according to some historians. 
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Far Eastern Economic Review on Air VR 
The Review's daily half-hour television show is EM 3T oe 
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All-Asia Travel Guide 

Never take a business trip or vacation without | 
your copy of this travel guide to 26 countries in. | 
Asia. This 16th edition, US$23.95, includes a | Hu 
new section on business do's and don'ts. itis WEE 
the only guide you will ever need for travel in | 
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China Trade Report 
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— | a particular Patek Philippe 
gH movement requires four 

vears of continuous work to 
bring to absolute perfection. 
we will take four vears. The 
result will be a watch that 
is unlike anv other. A watch 
that conveys quality from 
first glance and first touch. 
A watch with a distinction: 
generation after generation 














it has been worn. loved and 
collected by those who are 
very difficult to please: 
those who will only accept 
the best. For the day that 
vou take delivery of your 
Patek Philippe, you will have 
acquired the best. Your watch 
will be a masterpiece. quietly 
reflecting your own values. 
A watch that was made to 
be treasured. 
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PATEK PHILIPPE 
GENEVE 


HONG KONG Service Centre: FAIRFIELD ENTERPRISES LTD (DISTRIBUTOR AND GENERAL AGE NT), Room 8O9, Wing On Plaza. Mody Road, Tsimshatsui East, Kowloon 

Authorized Retailers: ELDORADO WATCH CO, LTD, 6O, Queen's Road, Central — SHU! HWA WATCH CO, LTD. 5O, Des Voeux Road, Central — KING FOOK 
GOLD & JEWELLERY CO. LTD. 30-32, Des Voeux Road, Central — 88. Queensway, The Pacific Place, Central — 1, Yee Woo Street, Couseway Bay — 458-468, Hennessy 
Road, Wanchai — EMPEROR WATCH & JEWELLERY CO, LTD, Shop 20 B. G/F Pacific House, 20. Queens Road, Central. KOWLOON EMPEROR WATCH & JEWELLERY CO. LTD. 
81, Nathan Road, Ground Floor — KING FOOK GOLD & JEWELLERY (KLN) CO, LTD, 118-130, Nathan Road - ZURICH WATCH CO, LTD. 91-93 Nathan Road — MERLIN WATCH CO. 
16, Peking Road, Ground Floor, Tsimshatsui — SWISS UNION WATCH CO, Shop A, G/F, Imperial Hotel, 3O-34 Nathan Road, Tsimshatsui. SINGAPORE GENEVA MASTER TIME PTE LTD 
(DISTRIBUTOR AND GENERAL AGENT), 39A Jalan Pemimpin, O5-OO TAL Building, Singapore 2057, Tel. 2599288. Showroom: PATEK PHILIPPE DISPLAY & SERVICE CENTRE, 
Goodwood Park Hotel, Tower Block, 22 Scotts Road, Singapore 0922, Tel. 7321506 SINGAPORE Authorized Retallers: CORTINA WATCH CENTRE PTE LTD. Tel. 2350084/ 
3399185/3371481/3391728 — THE HOUR GLASS LTD, Tel. 2356527/7342420/7341598/3378309/7331262/3343241 — ROY EASTERN WATCH PTE LTD, Tel. 7341935/7343139/ 3381232 
— DELUXE EASTERN WATCH PTE LTD, Tel. 2352536 — SINCERE WATCH LTD. Tel. 7374648 /3384006/7330618/7353977 — WATCHES OF SWITZERLAND PTE LTD, Tel. 7373708/7338204 — 
H. SENA (PTE) LTD, Tel. 7320721. MALAYSIA Service Enquiry: C MELCHERS & CO SEA AGENCY, Petaling Jaya, Tel. 7555566. MALAYSIA Authorized Retailers: THE HOUR GLASS 
Bhd. Kuala Lumpur, Tel. 2441620 — WOO HING BROTHERS (M) Bhd, Kuala Lumpur, Tel. 2419420/244193O. INDONESIA Authorized Retailer: THE HOUR GLASS LTD. Jakarta, Tel. 327036. 





In Other Words 


* They were in a good mood. ” 


China's official China Daily. 
explaining why two polar bears at the 
Beijing Zoo did not maul a man who 

jumped into their enclosure and 
instead dunked him repeatedly in a 
wading pool. 


** There is no law to prevent 
suckers. ” 


Philippine Central Bank Governor 
Gabriel Singson, on a scam in 
which a Manila-based firm sold 

P900 million (US$33.3 million) in non- 


existent Treasury bills to two - 
local banks. NEWS ITEM: CHINA KEEPS A TIGHT LEASH ON DISSIDENTS AHEAD OF THE FIFTH 


ANNIVERSARY OF THE TIANANMEN CRACKDOWN. 











* Hopefully, the Chinese Government 


“You do it or I die. "' officials will get out and boogie a little, too. ” 
Thai political activist Chalad Worachat, whose hunger Legendary blues guitarist B. B. King, after arriving in 
strike in 1992 led to pro-democracy protests that eventually Beijing to play at the christening of the city's first 
toppled the government, announcing plans to fast again until Hard Rock Cafe. 


a new, democratic constitution is drawn up. 


“ We swear to heaven and the gods that no 


* * 53 
“1 see everybody's in a joint-venture funny things are happening. 
mood today. Masaharu Watarase, spokesman for Japan's Power 
Reactor and Nuclear Fuel Development Corp., insisting 
Hong Kong property magnate Robert Ng, after a that 70 kilograms of missing plutonium — enough to 
cartel formed by the colony's top developers successfully make nine nuclear bombs — is actually stuck inside 
bid about a third less than expected during a recent fuel-processing machinery 


government land auction. 





*" We have to beg constantly. 
You should have seen me 
just this morning on the 
telephone. ” 


Zhang Baoxin, the director of China's 
state-owned No. 1 Cotton Mill, on how 
hoarding of subsidised cotton supplies by 
corrupt officials has led to a shortage 
of raw material. 


** The safest way for MPs to 
travel now is to keep quiet 
about their profession. ” 

Thai MP Korpsak Saphawasu, following 


Washington's confirmation that one MP 
has been indicted for drug trafficking and 











NEWS ITEM: BAPINDO, THE INDONESIAN DEVELOPMENT BANK, STRUGGLES TO REPAIR another denied a visa because of 
ITS IMAGE AFTER A LOAN SCANDAL. T. Sutanto/The Jakarta Post suspected links to the drug trade. 
Please share quotes you see: REVIEW, GPO Box 160, Hong Kong, or fax (852) 503 1530 
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Race to Asean 


Cambodia may want to enlist Malay- 
sia's help to join Asean, but Malaysian For- 
eign Ministry officials are not optimistic 
that this can be achieved in the near future. 
Senior officials say that the Phnom Penh 
government has not made any moves to 
accede to the Bali Treaty of Amity and Co- 
operation, a first step towards Asean mem- 
bership. In contrast, Kuala Lumpur expects 
Hanoi, which has already signed the treaty, 
to become a full member of Asean within 
two years. 


Drug Dilemma 


Washington is seriously considering 
asking Bangkok to extradite a former Thai 
MP indicted in the U.S. for allegedly smug- 
gling 49 tonnes of marijuana into the coun- 
try. This would present Bangkok with a 
dilemma, because the current Thai-U.S. ex- 
tradition treaty neither requires nor forbids 
the extradition of a Thai national to the U.S. 
The former opposition MP, Thanong Siri- 
preechapong, resigned from parliament af- 
ter the 199] "sealed" grand jury indictment 
became known in early May. 


Lethal Cut-off 


After weeks of assessment, Australia, 
France and the U.S. are leaning away from 
giving "lethal" military aid to the belea- 
guered Cambodian Government. How- 
ever, they will most probably provide 
training and “non-lethal” equipment as a 
symbolic show of support to the regime. 
The donors are concerned that any hard- 
ware they supply could be sold off by 
corrupt Cambodian generals to the rebel 
Khmer Rouge. Any large-scale Western 
arms aid could also prolong the Cambo- 
dian civil war and undermine the talks be- 
tween the rival factions aimed at finding à 
political solution to the conflict. 


Building Plots 


Stung by a quasi-cartel of dev elopers 
who underpaid for government land in 
Hong Kong's latest auction, the govern- 
ment may wonder if it would be better off 
breaking with tradition and selling land 
privately. That would please billionaire Li 
Ka-shing, who is believed to be pursuing a 

"private treaty" deal to acquire two plots 
bordering his Hong Kong Hilton hotel. 
With the extra land — now occupied by a 
parking lot and a government building — 
Li would have enough prime space to de- 
velop a commercial, hotel and retail com- 
plex in the heart of Hong Kong. Li has got 
his way with the Hong Kong Government 
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in the past. But this time he may also have 
to persuade Beijing — China gets half of 
the proceeds of crown land sales. 


Under Budget 


A research report by the Washington- 
based Project on Demilitarisation and De- 
mocracy claims Indonesia has been under- 
reporting its military budget by 25-50%. 
Quoting interviews with leading experts 
on the Indonesian armed forces, the report 


Just how much are they spending? 


says the extra funds come from kickbacks 
from private firms and from earnings by 
military-owned businesses. If the assertion 
is correct, the additional money would 
amount to US$250-500 million. 


Beefing Up? 

Several American executives who travel 
frequently between the U.S. and Seoul 
have noticed a significant rise in the 
number of U.S. soldiers on commercial 
flights to South Korea. The sight of Ameri- 
can servicemen on airlines is nothing new; 
they usually avail of this facility while on 
transfer or leave. But this development 
gains significance in light of U.S. Defence 
Secretary William Perry's decision earlier 
this year to beef up military capabilities on 
the peninsula to fend off any North Ko- 
rean adventurism. 


Friends No More 

Thailand is bringing criminal charges 
against Laotian rebel leader Vang Pao for 
violating national security laws, according 
to diplomatic sources. Vang Pao, believed 
to reside in the U.S., heads an insurgent 
movement comprised largely of Hmong 
villagers. The movement, which once en- 
joyed support from both Thailand and the 
U.S. in its campaign against the commu- 
nist regime in Vientiane, has been accused 
of using Thai territory as a base for launch- 
ing sabotage raids into Laos. 
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A US$64,000 INCREASE IN PROFITS, 


THANKS TO HEXAGON, ENABLED JAMES TO PURCHASE 


SOME much needed OFFICE EQUIPMENT. 







James’ trading company 
was able to save more than 


US$64,000 in just one year, by using 


from 


Hexagon, the desktop banking system 
HongkongBank. Through Hexagon, James was able to get 
up-to-date, accurate information on all his accounts. This 
enabled him to reduce interest expenses through earlier 
loan repayment, and more effectively utilise his trade 
facility. In addition, James was able to reduce the time 
spent on financial administration — including a 50% 
reduction in DC application time — thus increasing the 
productivity of his staff. 

An increasing number of small and medium sized 


™ Windows is a trademark of Microsoft Corporation 


AD3388 


A. 


companies are benefitting 
from the convenience and 
efficiency of Hexagon. With 
Hexagon, you can move funds, make transfers and 
payments all over the world and in more than 40 currencies, 
track foreign exchange markets and receive the latest stock 
information — all at the touch of a button, 24 hours a day. 
Whether your PCs run Windows!M or DOS, Hexagon is 
compatible. And because it's HongkongBank, you know 


He: > 


it's as secure as it is efficient. 





For information on how Hexagon can 
make your business more profitable, 


contact your nearest HongkongBank. 


HongkongBank 


Member HSBC Group 





The Desktop Bank 


n choosing client/server 


technology, HongkongBank took the needs 


of millions of people into account. 


As a leading international bank 
with some 580 offices in 27 countries 
around the world, HongkongBank 
wanted a teller system that could 
support the Bank's expanding global 
operations. 

However, with customer service 
as a priority, the Bank also wanted a 
system with the flexibility to allow 
branches to quickly deliver a wide 


range of products and services to meet 


the diverse and growing needs of their 


millions of customers. 


The solution was a network of 


CTOS intelligent workstations running 
Unisys FSA Finesse financial software. 
Today, there are over 10,000 work- 
stations installed in HongkongBank's 
retail branch offices - worldwide. 

The system provides the Bank 
with a myriad of new capabilities 
for both its teller and customer 
service operations, including electronic 
customer signature storage, local 
electronic reports, credit scoring for 
quick customer loan processing, and an 


automated telephone-banking system, 


© Unisys Corporation 


- 


among others. 

The Bank has seen significant 
improvements in productivity and 
customer service. Not only has training 
time for tellers been reduced by 
some 30 percent but there has been 
a marked reduction in the time it takes 
to process a customer transaction - in 


many cases by over 20 percent. 


UNISYS 


We make it happen. 






As Ray Morgan, senior manager of 


operations and services at the Bank, 
says, "not all customers are the same. 
They have different requirements and 
tolerances in terms of service. So we're 
taking an overall approach to match 
more closely customer expectations 
with our means of delivery". 

Unisys calls this commitment 
to better service 
CUSTOMERIZE"", Call us about how 


customer 


a Unisys client/server solution can 
help satisfy those people who are 


most important to your success. 





wer Uf res Aum 


+ pe - 


Tawar: 896-2-725 4567 € Thailand: 652-266 6453. Distributors Banglad 


612-96: 6000 e China: 852-879 1800. Hong Kong 852-879 3800 e 





REGIONAL BRIEFING 





VIETNAM 
Embassy Road 


Vietnam and the U.S. 
announced on May 26 that 
they had agreed to open 
liaison offices soon in 
Washington and Hanoi. The 
two sides had been discussing 
details since agreeing in 
principle to set up the offices 
when Washington lifted its 30- 
year trade embargo against 
Hanoi last February. U.S. 
officials say they are still 
negotiating the return of 
former U.S. diplomatic 
premises in Vietnam, 
including the old American 
Embassy in Ho Chi Minh City. 


JAPAN 
Rightist Attack 


Former Japanese Prime 
Minister Morihiro Hosokawa 
was unhurt when a lone 
rightist fired a shot during a 
political meeting in a Tokyo 
hotel. The rightist, Masakatsu 
Nozoe, said he was protesting 
against Hosokawa's 
statements, made while he was 





Hosokawa becomes a target. 


premier, that Japan committed 
aggression against other Asian 
countries during World War Il. 
Hosokawa was the first 
Japanese leader to make such 
an admission. 


Ex-Minister Jailed 

Former cabinet minister Fumio 
Abe was sentenced by the 
Tokvo District Court to three 
years in prison for accepting a 
Y90 million (US$861,000) bribe 
from Kyowa Co., a steel-frame 
manufacturer. Abe, who was 
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director-general of the 
Hokkaido Development 
Agency from August 1989 to 
January 1990, helped Kyowa 
to obtain low-interest 
government loans and passed 
on confidential information 
about Hokkaido development 
projects. 


PHILIPPINES 
Meeting Ban Lifted 


Overruling a lower-court ban, 
the Philippine Supreme Court 
on May 31 issued an order 
allowing an international 
conference on Indonesia's rule 
of East Timor to go ahead in 
Manila. However, the court 
upheld the right of President 
Fidel Ramos to exclude 
foreigners from taking part in 
the meeting. Under pressure 
from Indonesia, Ramos had 
ordered foreigners arriving for 
the conference to be deported. 


NORTH KOREA 
UN Warning 


International Atomic Energy 
Agency inspectors broke off 
talks with North Korea on 
May 29 following Pyongyang's 
refusal to allow proper tests of 
fuel rods to determine if 
materials were diverted to a 
clandestine nuclear-weapons 
programme. The UN Security 
Council has issued a last 
warning to the North to 
cooperate or be faced with 
other measures, including 
economic sanctions. 


CHINA 
Call for Change 


In the run-up to the fifth 
anniversary of the Beijing 
massacre, seven veteran 
dissidents called on the 
Chinese regime to reverse its 
official condemnation of the 
1989 pro-democracy protests 
that brought on the 
crackdown. The dissidents 
sought the release of still- 
imprisoned protesters and 


Chalard begins hunger strike. 


compensation for massacre 
victims. Student leader Wang 
Dan sent the petition to the 
National People’s Congress 
before departing for a forced 
vacation from the capital 
during the anniversary. 


INDIA 

Pro-Congress Vote 

The ruling Congress party 
retained five parliamentary 
seats in by-elections across 
India on May 26, giving it 269 
of the 531 occupied seats in 
the lower house. The result 
was seen as an endorsement of 
Prime Minister P. V. 
Narasimha Rao's government. 
But the Hindu-nationalist 
Bharatiya Janata Party was 
cheered by retaining a seat in 
Meerut, Uttar Pradesh. 


CAMBODIA 
Deadlocked Factions 


Talks between the government 
and the Khmer Rouge in the 
North Korean capital of 
Pyongyang ended in failure on 
May 30. First Prime Minister 
Norodom Ranariddh predicted 
renewed fighting between the 
army and the Khmer Rouge. 
However, the two sides agreed 
to hold another meeting in 
Phnom Penh in June, although 
the exact date remained to be 
fixed. 
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THAILAND 

Hunger Strike 

Democracy activist Chalard 
Worachat began a hunger 
strike in front of the Thai 
parliament building on May 
25. The former MP was 
demanding a new, democratic 
constitution, election of 
provincial governors and 
mayors, and that all cabinet 
ministers be elected. His 
protest drew wide support 
from pro-democracy groups, 
but Prime Minister Chuan 
Leekpai said the government 
could not bow to such 
pressure. 


MALAYSIA 
Failed Meeting 


A May 26-28 meeting in Kuala 
Lumpur of Indonesian and 
Malaysian officials to resolve 
conflicting claims to the 
islands of Sipadan and Ligitan, 
off the east coast of Sabah, 
ended without agreement. The 
talks were hampered by 
disagreements over 
sovereignty, according to 
Indonesian officials. Planned 
ministerial-level talks on the 
issue were postponed 

because Indonesian Foreign 
Minister Ali Alatas suffered 

a mild heart attack in 

Jakarta. 
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Delinked by Clinton: separating the human-rights issue from trade will be regarded by many as a betrayal by the U.S. 


FOREIGN 


Full Circle 


In renewing China's trading privileges, U.S. President Clinton 
seems to have opted for the logic of ‘constructive engagement’ 
on a broad range of global and security issues. 


RELATIONS 


man-rights cause. The disappointed ones 
note that renewal was granted despite in- 
sufficient movement on China's part to ful- 
fil the human-rights conditions laid down 


"Critics who attack MEN [extension] to- 
day act as if the point is to punish China 
— as if hurting China's economy will 
somehow help the cause of human rights. 
The real point is to pursue a policy that 
has the best chance of changing Chinese 
behaviour." 


— President George Bush on May 27, 
1991, before extending China's most- 
favoured-nation trading status. 


"To those who argue that in view of Chi- 
na's human-rights abuses we should re- 
voke MEN status, let me ask you the same 
question that I have asked myself: will we 
do more to advance the cause of human 
rights if China is isolated or if our nations 
are engaged in a growing web of political 
and economic cooperation and contacts?" 
— President Bill Clinton on May 26, 1994 
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By Susumu Awanohara in Washington with 
Lincoln Kaye in Beijing 


f near-imitation is a sincere form of flat- 

tery, former President George Bush 

would be pleased to hear his successor's 
words. Until, that is, he remembers how 
Bill Clinton savaged his China policy dur- 
ing the 1992 presidential election cam- 
paign. At the Democratic Party convention 
in July of that year, Clinton promised his 
audience an America "that will not coddle 
tyrants, from Baghdad to Beijing." And in 
his first major foreign-policy speech that 
autumn, he excoriated Bush for doing 
"business as usual with those who mur- 
dered freedom in Tiananmen Square." 

To some Americans, Clinton's May 26 
decision to extend China's MFN status was 
a vindication of the Bush approach. But to 
others it was a major betraval of the hu- 
FAR 
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in Clinton's executive order last vear, and 
that it seeks to permanently separate the 
issues of human rights and trade. 

In recent weeks, human-rights groups 
and their supporters in Congress had 
warned that Clinton was about to succumb 
to business pressure at the expense of Chi- 
nese human rights. Following the decision, 
Human Rights Watch-Asia's executive di- 
rector, Sidney Jones, said the president had 
"effectively removed all pressure on China 
to improve its human-rights practices." 
The administration, he added, looked “vac- 
illating and hypocritical,” while the Chi- 
nese leadership had emerged as "hard- 
nosed, uncompromising and victorious." 

Indeed, within hours of receiving the 
good news on MFN, Beijing authorities 
rounded up a trio of democracy activists. 
Christian theologian Gou Qinghui, 32, was 
picked up and questioned by police for six 
hours. She was returned home after suffer- 
ing a mild heart attack. Another Christian 
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activist, Gao Feng, was dragged from his 
house at 4 a.m. and has been held without 
a trace since. Gao, 27, is an employee of 
Beijing Jeep, an affiliate of United States 
auto maker Chrysler Corp. Wang Zhong- 
qiu, spokesman for the independent La- 
bour Rights Protection Alliance, has disap- 
peared from home and is presumed to be 
in detention. 

But however the MFN decision is per- 
ceived, for the U.S. it marks the end of its 
post-Tiananmen trauma. Asia specialist 
Robert Manning, who served in the State 
Department during Bush's tenure, con- 
cedes that "just as it took a conservative 
Republican president to open relations 
with China, maybe it takes a liberal Demo- 
cratic president to delink trade from hu- 
man rights." 

Justifying his decision, Clinton 
said it "offers us the best opportu- 
nity to lay the basis for long-term 
sustainable progress in human 
rights and for the advancement of 
our other interests with China." 
Clinton did not mention the in- 
tense pressure he felt from busi- 
nessmen and even from his eco- 
nomic officials. He simply stated: 
"China is also the world's fastest- 
growing economy. Over US$8 bil- 
lion of U.S. exports to China last 
year supported over 150,000 
American jobs." 

But the MFN game is not over 
yet. Angry members of Congress 
can still agitate for sanctions 
against China. Some key Demo- 


signal of displeasure meant for the Chinese 
and a gesture to human-rights advocates 
among legislators’ constituents. But it 
could also force Clinton to veto a bill 
pushed by the members of his own party. 

A senior administration official noted, 
correctly, that most Asian governments 
welcomed Clinton's MFN decision. Many 
countries in Asia, he said, "believe strongly 
in human rights, but they have disagreed 
on the whole with our tactics." He added: 
"They feel that it should be pursued in the 
kinds of ways that we've outlined today 
for the future and not through linkage to 
MFN." 

Asian governments, notably those of 
Indonesia and Malaysia, which are under 
pressure on human-rights issues, are hop- 
ing that Washington will now soften up on 





crats in the House are angry with 
Clinton, too. As a result the execu- 
tive-legislative consensus on China 


Clinton, (right) Trade Representative 
Kantor: ban on Chinese assault 


weapons. 


policy, which Clinton claimed to 

have restored through his executive order, 
may once again break down, Capitol Hill 
staffers say. 

Senate Majority Leader George Mitchell 
said Clinton's decision would "confirm for 
the [Chinese] regime the success of its 
policy of repression on human rights and 
manipulation on trade." Congresswoman 
Nancy Pelosi said Clinton's actions "not 
only go back on his campaign promise, but 
on his own executive order." She added: 
"He went beyond Bush. He not only 
delinked trade and human rights but gave 
[the Chinese] credit for adherence to the 
Universal Declaration of Human Rights." 

A resolution disapproving of Clinton's 
decision appears certain to be introduced 
when Congress reconvenes in early June. 
Furthermore, Mitchell and Pelosi, possibly 
joined by House Majority Leader Richard 
Gephardt and House Majority Whip David 
Bonior, may introduce legislation propos- 
ing the very sanctions which Clinton chose 
not to impose. Says Pelosi: "I know we 
have the argument and we have a great 
deal of support in the Congress." Such à 
move might prove merely symbolic — a 
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them. They have noted 
National Security Adviser 
Anthony Lake's comment: 
"Since societies differ, 
since situations differ . . . 
we will pursue in each 
case what we believe is the 
most effective strategy to 
achieve the greatest possi- 
ble results." 

It had been obvious for some weeks that 
Clinton would avoid a full MFN revocation, 
even though the Chinese were not meeting 
the conditions of his executive order. But 
the president surprised many by dropping 
various ideas for "partial revocation," tar- 
geted at imports from state enterprises or 
companies affiliated to the People's Libera- 
tion Army. Furthermore, he abandoned the 
idea of creating a human-rights commis- 
sion, either bi-national or unilateral, as be- 
ing unworkable. 

The only decision approaching a sanc- 
tion was a ban on imports of Chinese as- 
sault weapons and ammunition. Clinton 
was reluctant to impose the restriction, 
which might muddle the message of a 
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clean break between MFN and human 
rights. But U.S. Trade Representative 
Mickey Kantor insisted on this ban, sources 
told the REVIEW. Some see it as only sym- 
bolic, since a new U.S. crime bill, if enacted, 
would restrict imports of all assault wea- 
pons regardless of their origin. 

Clinton said he was pursuing “a new 
and vigorous American programme" for 
human rights and democracy in China. 
This includes "increased broadcasts for 
Radio Free Asia and the Voice of America, 
increased support for non-governmental 
organisations working on human rights in 
China, and the development, with Ameri- 
can business leaders, of a voluntary set of 
principles for business activity in China." 

The president and his aides defended 
the MFN-human rights linkage as having 
been "constructive" at least during 
the past year, but admitted "we 
have reached the end of the use- 
fulness of that policy." Lake 
claimed that the executive order 
had "created an impulse for the 
progress we have achieved." 

At his press conference, Clinton 
cited changes in the strategic situa- 
tion — notably on the Korean pe- 
ninsula — as one reason for his 
policy reversal. As Lake later 
elaborated: "Certainly issues like 
Korea, issues that come at the UN, 
the Chinese vote and veto at the 
UN — all of these things reinforce 
the importance of our having a 
positive, constructive relationship 
with China." Indeed, Clinton is 
facing growing pressure 
from the Pentagon and the 
State Department to mend 
fences with Beijing for 
strategic reasons. 

A diplomat in Beijing, 
however, warns China 
against becoming too 
cocky because of its MFN 
success. "If Beijing thinks 
it is home free on human 
rights, it may have an- 
other think coming. This 
just removes the question from the realm 
of trade to the realm of ‘face,’ where it be- 
longs. Suppose Clinton started inviting the 
Dalai Lama to prayer breakfasts. Suppose 
he puts up Taiwan President Lee Teng-hui 
in the White House." 

A Beijing intellectual proffers another 
warning. "The thing to watch is how the 
government conducts itself after the June 4 
anniversary of the Tiananmen uprising. 
Will there be extensive prisoner releases? 
Will people like dissident Chen Ziming be 
able to come back to Beijing and speak 
their minds? That will be the first proof of 
how much can be accomplished on the 
human-rights front with 'constructive en- 
gagement.' Don't expect China to pass with 
flying marks." w 
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Trade Winds 


Mahathir lets Malaysia-Britain row blow over 


By Michael Vatikiotis in Kuala Lumpur 


alaysian Prime Minister Datuk Seri 
Mahathir Mohamad wore a satis- 
fied grin for the press. Now that 
his least-favourite British newspaper edi- 
tor had been moved, he said, a four-month- 
old ban on the award of government con- 
tracts to British firms would be reviewed. 
Underlining his pledge, a beaming Maha- 
thir received British Trade Minister Brian 
Needham in Kuala Lumpur on May 25. 
Upon his return to London, Needham told 
the press that he was confident the ban was 
“on the way to coming to an end.” 

Indeed, British officials are optimistic 
that commercial relations with their former 
colony will soon be normalised. “It is prob- 
ably more a matter of weeks than months,” 
says a senior British source. But for Malay- 
sia’s Western trading partners, a bigger 
question is whether the experience is likely 
to be repeated. 

An angry Mahathir barred British firms 
from doing business with the Malaysian 
Government after London's Sunday Times 
linked the premier to an alleged US$50,000 
bribe paid by the British construction firm 
George Wimpey International to secure a 
contract in Malaysia. The article appeared 
during the course of a British parliamen- 
tary inquiry into allegations that Whitehall 
had tied aid for a hydro-electric dam in 
Malaysia to an arms-sale package. Follow- 
ing Mahathir's lead, the Malaysian press 
unleashed a barrage of criticism of how the 
British media portrayed Malaysia. Unde- 
terred, the British media riposted with a 
rash of articles attempting to prove that 
corruption was a way of life in Malaysia. 

The impasse was only broken when the 
Sunday Times’ editor, Andrew Neil, was 
transferred to Fox TV, a United States net- 
work owned by Sunday Times proprietor 
Rupert Murdoch. The fact that Neil, be- 
came the focus of the trade row between 
Britain and Malaysia, allowing his transfer 
to pave the way to reconciliation, suggests 
to some observers a deliberate effort to 
limit the scope of this dispute. "The Malay- 
sian Government narrowed it down to one 
man, and once they got his head, it was all 
over," said a diplomatic source in Kuala 
Lumpur. Not that it's clear Neil was sacri- 
ficed to appease Malaysia. The British me- 
dia reported that Neil is simply on sabbati- 
cal and remains editor of the Sunday Times. 
For his part, Neil is reported to have said 
he is considering a TV programme for Fox 
about corruption in Malaysia. 

British officials suspect that despite the 
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fury of the Malaysian press attacks, there 
was never much public support for the 
action against Britain. “There was no hate- 
mail or anything like that,” a British diplo- 
mat says. Nor did the British Government 
detect much effort by Malaysian officials 
to make the policy stick. Though a major 
Anglo-Japanese consortium involved in the 
construction of Kuala Lumpur's new air- 
port fell victim to the embargo, British 
officials point to a clutch of potential con- 
tracts with public agencies in Malaysia 
where decisions were delayed to allow the 
row to blow over. 

The ambivalent enforcement highlights 
a nagging question about the commercial 
embargo: was it a calculated policy move, 
or a snap decision that ultimately harmed 





Mahathir: questions about motives. 


Malaysia's diplomatic and commercial in- 
terests? A less charitable view is that Ma- 
hathir's primary concern was the damage 
British media reports could do to his do- 
mestic political image. With a general elec- 
tion around the corner and the ambitions 
of members of his own party to contend 
with, “Mahathir needed to distance him- 
self from allegations of corruption," says 
Ahmad Shabery Cheek, spokesman for the 
opposition Semangat 46 party. 

Mahathir has defended his confronta- 
tional style of diplomacy, however, telling 
à business conference earlier this year that 
a little notoriety is necessary for a small 
country such as Malaysia to be noticed. 
An Asian diplomat sees some logic to this: 

“If you are a problem nation, the world 
focuses on you, they give | you more atten- 
tion.” Some observers allow that Maha- 
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thir's irascibility towards the West has 
proved useful in at least one case. "The 
F18 deal must be the cheapest ever negoti- 
ated," said a diplomatic source, referring 
to Malaysia's agreement to buy 18 of the 
U.S.-made fighter aircraft for under US$2 
billion. Prices tumbled at the height of Ma- 
hathir's flirtation with non-Western 
sources of arms. 

But privately, some Malaysian officials 
say they are tired of Mahathir's unpre- 
dictability, saying his response to the West 
often seems to be governed by his personal 
feelings. For example, Mahathir stayed 
away from the Asia-Pacific Economic Co- 
operation (Apec) summit in Seattle last 
November and accused the U.S. of trying 
to hijack the grouping. Yet he sought a 
meeting with President Bill Clinton in early 
May and declared afterwards that bilateral 
relations had been put on a better footing. 
Later the same month, in what diplomats 
in Kuala Lumpur consider a major shift, 
Mahathir said he would abide by what the 
majority of Apec members say. 

Western diplomats are often at a loss to 
predict how Mahathir will act. Prior to the 
Washington visit, U.S. officials were nerv- 
ous: what if the president only gave him 
15 minutes? What if they didn't hit it off? 
Mahathir's unhappy meeting with Clin- 
ton's predecessor George Bush (the White 
House arranged a fleeting encounter at a 
university convocation in Boston) left the 
bilateral relationship hanging by a thread 
— so much so that Mahathir refused to 
take a telephone call from Bush in 1991. 

The British are confident that the roots 
of their relationship with Malaysia run 
more deeply; they even consider Mahathir 
to have stronger pro-British inclinations 
than his deputy and putative successor, 
Datuk Seri Anwar Ibrahim. All the same, 
to avoid future misunderstandings, the 
British Government has proposed setting 
up à joint body to manage the relationship. 
“The idea is to involve both the govern- 
ment and the private sector," says a senior 
British diplomat. 

There are unconfirmed indications that 
London has decided to offer commercial 
concessions to Malaysia once the relation- 
ship is back on an even keel. British invest- 
ments in Malaysia stand at about M$5 bil- 
lion (US$1.94 billion), while Britain is Ma- 
laysia's fourth-largest export market. 

Yet, as the row with Britain draws to a 
close, some observers in Kuala Lumpur 
detect a mellowing of Mahathir's stance on 
the West. What a Western diplomat de- 
scribed as rhetoric, faintly reminiscent of 
the anti-colonial politics of India's Jawahar- 
lal Nehru or Indonesia's Sukarno, has more 
recently been traded for ardent salesman- 
ship. In mid-May, Mahathir told business- 
men attending a meeting of the Pacific 
Basin Economic Council that “however 
macho we are in the Pacific, we must never 
forget the global community.” m 
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TAIWAN 


Fast Friends 


Lee's tour staves off international isolation 


By Julian Baum in Taipei 


makes strange bedfellows, the sight of 

Yasser Arafat kissing Taiwan President 
Lee Teng-hui at a cocktail party in South 
Africa last month dispelled it. Both had 
been excluded from a more posh soiree 
hosted by the American ambassador, and 
had to settle for a reception held by Preto- 
ria's mayor. The slight came despite Lee's 
high profile at the inauguration of Presi- 
dent Nelson Mandela on May 10, and 
Arafat's signing of the Palestinian au- 
tonomy accords brokered by Washington. 

Lee and Arafat discovered that they 
have more in common than Washington's 
ambivalence, however. Both are targets of 
Beijing's strong-arm tactics. Lee is under 
pressure to drop diplomacy and stay home 
in the "province" of Taiwan, which Beijing 
regards as an integral part of China. As for 
Arafat, who has repeatedly visited China 
and relies on its support, Beijing wants him 
to avoid ties with Taiwan and thereby 
forego a potential source of economic as- 
sistance for his nascent Palestinian state. 

Despite some disappointments along 
the way, Lee was clearly buoyed by his 
May 5-16 international tour. He visited 
Nicaragua, Costa Rica, South Africa and 
Swaziland — four of the 29 countries that 
officially recognise the Republic of China, 
as the Taiwan Government is formally 
known. Lee met with more than 20 of the 
foreign leaders who attended Mandela's 
inauguration, most of them from countries 
with no formal ties to Taipei. He also met 
most Central American leaders and even 
shook hands with United States Vice-Presi- 
dent Al Gore, who was introduced by Illi- 
nois Senator Paul Simon. 

The last gesture may do more for Lee's 
image back home, however, than for Tai- 
wan's efforts to obtain better treatment 
from Washington. "We have to break 
though the mainland's diplomatic block- 
ade and gain a seat in international soci- 
ety," an exuberant Lee told the National 
Assembly after his return home. ^We call 
on the international community to recog- 
nise that the Republic of China exists." 

Foreign policy observers in Taipei are 
holding their breath to see whether Lee's 
travels will reap a critical pay-off — reten- 
tion of diplomatic relations with Pretoria. 
South Africa is Taiwan's last major diplo- 
matic ally. Saudi Arabia and South Korea 
switched their ambassadors to Beijing in 
recent years. 

Despite pressures from Beijing, Man- 
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Costa Rica didn't think Lee (/eft) was a hot potato. 


dela has postponed any immediate 
changes in South Africa's China policy. 
Taiwan has been wooing Mandela's Afri- 
can National Congress (ANC) for several 
years, inviting dozens of its officials to Tai- 
wan, including Mandela himself. Appar- 
ently, the relationship has become mutu- 
ally beneficial, with more aid programmes 
to the new South African Government a 
high priority for Taipei. After attempting 
unsuccessfully to block Lee's invitation, 
China sent a low-level official to Mandela's 
inauguration. 

“If Mandela sticks to his principles 
about foreign policy, it's certainly more of 
an advantage to us than to the People's 
Republic of China," says lawmaker Chen 
Chien-ren, a former vice-foreign minister 
who accompanied Lee on the trip. Chen 
said that Mandela's emphasis on demo- 
cracy and human rights — not to mention 
the economic benefits to be gained — could 
help keep South Africa's embassy in Tai- 
pei, despite communist China's history of 
support for the ANC. "Our experiences can 
be easily shared with the black majority of 
South Africa," Chen says. 

Lee reportedly had to wait three hours 
to meet Mandela after his inauguration, but 
the results were so encouraging that he 
told a group of local Chinese residents that 
Taiwan's relations with South Africa were 
not in doubt. He urged some 12,000 Tai- 
wanese residents in South Africa to in- 
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crease their investments there, which are 
estimated to be worth US$400 million. 

Lee's tour was the first official trip 
abroad by a Republic of China president 
since Yen Chia-kan visited Saudi Arabia in 
1977. Neither Gen. Chiang Kai-shek nor his 
son, Chiang Ching-kuo, travelled abroad 
as president. Lee visited Singapore in 
1989, but in the absence of official re- 
lations, he was greeted informally as 
“the president from Taiwan." In Feb- 
ruary this year Lee made private vis- 
its to the Philippines, Indonesia and 
Thailand. The trips were dubbed “va- 
cation diplomacy" by the local media 
since these countries have close eco- 
nomic ties but no diplomatic relations 
with Taipei. 

Lee was criticised by lawmakers 
for doling out aid during the trip 
without consulting the legislature in 
advance, despite a consensus that 
such assistance is helpful in easing 
the island's international isolation. In 
Nicaragua, Lee offered President 
Violeta Chamorro new loans worth 
US$30 million and agreed to write off 
almost US$17 million in past debts. 
He agreed to extend new aid to Costa 
Rica, though the amount has not been 
disclosed. 

However, a meeting in South Af- 
rica between Lee and the president of 
Zambia was aborted at the last 
minute because of Chinese pressure. 
Taiwan's Foreign Ministry has been nego- 
tiating with Zambia for several years to try 
and persuade it to shift recognition from 
Beijing to Taipei. A Foreign Ministry offi- 
cial said the Zambians had been embar- 
rassed by the premature announcement of 
their planned meeting with Lee. 

Lee was also stood up on a golf date by 
the 28-year-old king of Swaziland. But the 
biggest disappointment of the trip was a 
brush-off by the U.S. State Department, 
which refused to allow Lee a one-night 
stopover in Los Angeles en route to Cen- 
tral America. Instead, Lee's aircraft was 
permitted a 90-minute refuelling stop in 
Honolulu. Lee was greeted by Natale 
Bellochi, head of the American Institute in 
Taipei, a quasi-official government agency, 
but the president dressed casually and did 
not leave his China Airlines Boeing 747 air- 
craft in silent protest at his unfriendly treat- 
ment. 

Members of the U.S. Congress criticised 
Secretary of State Warren Christopher for 
slighting Lee and for adhering to an excep- 
tionally narrow interpretation of the one- 
China policy imposed by Beijing. Taiwan- 
ese officials have been more circumspect, 
though they sometimes show their disap- 
pointment with a president who they had 
expected to be more sympathetic to their 
diplomatic aspirations. “The U.S. regards 
Lee as a hot potato and doesn't want to 
touch him,” said one legislative aide. — m 
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For the Féte of Fétes - the Fair of Fairs. Prepare yourself for the most important sales season of the year. 4,600 
exhibitors are waiting for you at ten trade fairs at the biggest consumer goods fair in the world. Visitor information: 


Australia: German-Australian Chamber of Industry & 
Commerce Level 2, St. Andrew's House, 464 Kent Street 
AUS-Sydney, N. S.W. 2000, P. O. Box A980, Sydney 
South N.S.W. 2000, Telephone: (02) 2613982, Teiefax 
(02) 2673807 


Hong Kong: Messe Frankfurt Representative, The Dele- 
gate of German Industry and Commerce, 2207-2210 
Worldwide House, 19 Des Voeux Road, Central, HK-Hong 
Kong, Telephone: (02) 5 265481, Telefax: (02) 81060 93 


India: Indo-German Chamber of Commerce, Maker Tower 
'E' 1st Floor, Cuffe Parade, IND-Bombay 400005, 

PO. Box 11092. IND-Bombay 400020, Telephone: (022) 
2187902. Telefax: (022) 2180523 


Indonesia: ECONID, Deutsch-Indonesische Industrie 
und Handelskammer, Wisma Metropolitan |, 14th Floor, 
Lantai 14, Jalan Jenderal Sudirman Kav. 29, RI-Jakarta 
Selatan 12920. P.O. Box 3151, RI-Jakarta 10031, 
Telephone: (021) 5251208, Telefax: (021) 5712506 


Japan: Messe Frankfurt AG (K.K.), The 2nd Kiya Bldg 
3F. 4-3-2 lidabashi, Chiyoda-Ku, J-Tokyo 102, Telephone 
(03) 527528 51, Telefax: (03) 52753410 


Korea: Korean-German Chamber of Commerce and 
Industry, 10th Floor, KCC! Bidg., 45, Namdaemunro, 
4-Ka, Chung Ku ROK-Seou! 100094, C.P. O. Box 4963, 
ROK-Seoul 100649, Telephone: (02) 7 761546-9, 
Telefax: (02) 7567828 


Malaysia: Malaysian-German Chamber of Commerce 
and Industry (MGCC), 27th Floor UBN Tower, 10 Jalan P 
Ramlee, MAL-50250 Kuala Lumpur, P.O. Box 11683 
MAL-50754, Kuala Lumpur, Telephone: (03) 23835 61/ 
62, Telefax: (03) 2321198 


New Zealand: New-Zealand-German Business Associa- 
tion Inc., 3rd Floor, Auckland Regional Chamber of 
Commerce Bldg., 100 Mayoral Drive, NZ-Auckland 1 
PO. Box 95. NZ-Auckland 1, Telephone: (09) 307 1066, 
Telefax: (09) 3090209 


Pakistan: Fairs & Exhibition Service, 127-C-1I 
Commercial Area B, Defence Housing Authority, Phase-1, 
PK-Karachi-75500, Telephone: (021) 310404, Telefax 
(021) 5044264 


Frankfurt am Main, 27.- 31. 8.1994 


Philippines: European Chamber of Commerce of the 
Philippines (ECCP), 5/F King's Court II Bidg., 2129 
Pasong, Tamo St., RP-1200 Makati, Metro Manila, C.P. O 
Box 1302. RP-1253 Makati, Metro Manila, Telephone 
(02) 8112234-43. Telefax: (02) 81526 BB 


Singapore: Messe Frankfurt GmbH, Representative Office 
15 Scotts Road, 05-04 Thong Teck Bldg., SPG-Singapore, 
0922. Telephone: (065) 7 37 17 04, Telefax: (065) 
7329296 


Taiwan: Messe Frankfurt, Taiwan Representative Office 
BF-4, 390 Fushing South Road Sec. 1, RC-Taipei, 
Telephone: (02) 70202 77, Fax: (02) 70201 32 


Thailand: German-Thai Chamber of Commerce, 699, 
Silom Road, T-Bangkok 10500, GPO Box 1728, T-Bankok 
10501, Telephone: (02) 2362396, Telefax: (02) 2 364711 


Germany: Messe Frankfurt GmbH, Postfach 15 02 10, 
D-60062 Frankfurt am Main, Telephone: (069) 75 75-0, 
Telefax: (069) 75 75-6608 
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Yala Muslims: Bangkok is scoring points with them these days. 


Hidden Hands 


Politicians and army blamed for bombings in the south 


By Gordon Fairclough in Hat Yai 


rathai Pattanachok doesn't bring her 
O children with her to work any more. 

She's afraid that the Hat Yai railway 
station, where she sells newspapers, could 
become a target of terrorists. “You have to 
be careful all the time. You never know 
when a bomb might go off,” Orathai says. 
“We all work together to watch out for sus- 
picious people and packages.” 

More than 30 cases of arson, shooting 
and bombing have occurred in Hat Yai — 
southern Thailand’s commercial centre — 
and neighbouring provinces along the Ma- 
laysian border since August 1993. The at- 
tacks have left several people dead and in- 
jured scores. The police and army have 
blamed the violence on Muslim insurgents, 
who have been campaigning to break 
away from predominantly Buddhist Thai- 
land for decades. But ask Orathai who is 
responsible, and she answers with a disap- 
proving shake of the head: “I think it has 
to do with politics.” 

She’s not the only one to think so. 
Groups of teachers, businessmen and bank- 
ers in the south have suggested that a Bang- 
kok-based movement intent on toppling 
the government is instigating and financing 
many of the attacks, which are carried out 
by the separatist guerillas. Depending on 
whom you talk to, the hidden hand be- 
longs either to opposition politicians or to 
military officers who have lost power since 
the army’s May 1992 massacre of pro-de- 
mocracy demonstrators. 

The theory is gaining acceptance among 
members of Prime Minister Chuan Leek- 
pai's government. “This is a very well 
thought-out scheme to destabilise the 
elected government,” says Deputy Foreign 





Minister Surin Pitsuwan, a 
Muslim MP from the south. 
“Those people who were 
side-lined by the May 
events, who have been 
contained by the upsurge 
of democratic develop- 
ment. ... These are the peo- 
ple who have been behind 
the events in the south.” 

But even ardent believ- 
ers admit they cannot 
prove anything. Police are 
investigating the allega- 
tions, especially charges 
that large sums of money 
have been wired from 
Bangkok to banks in Hat Yai, but so far 
there is no hard evidence. “Who is behind 
all this is still a question mark,” says 
Deputy Interior Minister Den Tohmeena, a 
Muslim MP from the southern province of 
Pattani. “Everyone is just guessing.” 

The conspiracy theories first surfaced in 
August, when more than 30 schools scat- 
tered across three southern provinces were 
set on fire in one night. Many thought that 
such an extensive operation was beyond 
the capabilities of the largely marginalised 
separatist movement. There was nonethe- 
less evidence that Muslim guerillas were 
involved in the arson and in ambushes of 
army engineers and a train in subsequent 
weeks, and attention focused on the out- 
lawed Pattani United Liberation Organisa- 
tion (Pulo). 

The strength of Pulo and another sepa- 
ratist group, Barisan Revolusi Nasional, 
has ebbed in recent years as the southern 
economy improves and Muslim grievances 
are being redressed within the political sys- 
tem. Muslim representation in parliament 
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Kitti thinks the separatists 
are getting desperate. 


is at an all-time high, and two southern 
Muslims hold cabinet posts. Funds for 
Muslim religious education are being in- 
creased, and the Education Ministry has 
started a pilot programme teaching Malay 
in secondary schools in the deep south. 
Government assistance to Thai Muslims 
making the annual pilgrimage to Mecca 
this year also raised the government's 
standing in the eyes of many. 

"The separatist movement hardly exists 
these days," says Den. "They don't really 
have the support of the people, and they 
can't survive without it." 

The army estimates that separatist 
groups now have only about 120 men un- 
der arms, most of them scattered in small 
groups in villages along the Malaysian bor- 
der. "They can't really fight against the 
military," says Lieut.-Gen. Kitti Ratana- 
chaya, the southern army commander. “All 
they can do is sabotage." As support for 
the guerillas has dwindled, however, they 
have become more and more desperate to 
demonstrate their continued power in or- 
der to intimidate local people and attract 
aid from Muslims overseas, 
Kitti says. 

Some government offi- 
cials say this has created a 
consonance of interest be- 
tween the separatists and 
Bangkok-based opponents 
of the government, who 
hope that continued vio- 
lence will create a crisis of 
confidence in Chuan's ad- 
ministration. "These days 
all of the guerillas aren't re- 
ally sticking to their princi- 
ples," says one government 
official. "It's possible to hire 
them out." Surin, the 
deputy foreign minister, 
says that the bombing campaign is turning 
the south into "the Achilles heel of the 
Chuan government." It has been especially 
effective, he says, because the prime minis- 
ter and some of his top aides are southern- 

rs, and consequently expected to be able 
to solve the problem. 

The opposition denies any involvement 
in the incidents, but it has clearly sought to 
benefit by denouncing the Chuan adminis- 
tration's widely publicised inability to 
thwart the bombers. So far, however, the 
issue has not gained the necessary strength 
to truly threaten the ruling coalition. It has, 
however, become a potential threat to the 
economy of southern Thailand. 

In May, police arrested four Muslim 
teachers and charged them with murder 
and sedition in connection with several 
bombings. The police say bomb-making 
equipment was found in their homes. 
Some distrustful southerners believe the 
four are scapegoats. Many more feel that 
even if the teachers were involved, the ulti- 
mate responsibility lies elsewhere. " 
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The electrification of rural areas is one 
of the main targets of the Indonesian 
government. In line with this 
programme, Siemens, as the main 
contractor, has been responsible for 
the installation of 43 diesel power 
plants with a total capacity of 225MW. 
Diesel engines and alternators, block 
transformers and switchboards, 
distribution equipment, control and 
automation systems, much of it 
produced in Indonesia. 


Having the right equipment produced 
and delivered to the installation sites 
at the right time required considerable 
logistics skills. Up to 22 construction 
sites had to be supplied and managed 
simultaneously. On-the-job training 
had to be provided for the installation 
teams, operating personnel had to be 
fully acquainted with the power station 
equipment at the suppliers' factories 
in Indonesia and Europe. 


Integrating individual components into 
functional systems, handling turnkey 
projects from engineering to 
commissioning - Siemens has the 
knowhow and technical competence. 
This is only one example. 


For further details contact 

Siemens (Pte) Ltd 

151 Lorong Chuan 03-01 

New Tech Park Singapore 1955 

or Siemens offices in Bangkok, 
Beijing, Hong Kong, Jakarta, Kuala 
Lumpur, Manila, Seoul, Taipei and 
Tokyo. 


Knowhow in Systems 
Integration. Siemens. 





Ihe777isabouta year away. These airlines aren't waiting. 
The 777 introduces a new generation in air travel. And Asia's premier airlines — those that make comfort and service 
their competitive edge — are preparing for it now. All seven of the airlines represented here have the new 777 on 
order, and will achieve an even higher level of service because the 777 provides more room, plus the ability to offer 
more in-flight amenities and higher comfort levels. For these airlines the 
777 is a new way to express familiar traditions based on courtesy, respect for 


others, and pleasure in making guests feel welcome, honored and comfortable. 
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makes his home. 


Liu Hongbin is a poet. In the days leading up to the June 4, 1989 
crackdown in Beijing, he posted his poems around Tiananmen 
Square. Soon afterwards he left China for London, where he now 


The Politics of Poetry 


ld Chinese sayings can be hard on 
O poets. “The stone that can speak is 

in for much trouble,” runs one. An- 
other puts it more succinctly: “Trouble 
comes out of the mouth.” As someone who 
writes poetry and lives within the lan- 
guage, I have a passionate love for the shel- 
ter it provides. Sometimes, however, love 
and hate mix together, yielding ambiva- 
lence. 

My mother tongue is Chinese. As a 
medium for poetic expression, it is 
pictographic: each ideogram reflects the 
philosophical and socio-political ideas of 
my Chinese ancestors from the dawn of 
civilisation. The etymology of the word 
“prison” (yu), for example, stems from the 
concept of curtailing speech. If we 
deconstruct this word we see that prison is 
symbolised by two dogs guarding the 
mouth. 

China has been a prison for free speech 
for thousands of years. From the First Em- 
peror Qin, who burned the books and bur- 
ied scholars alive, through a series of feu- 
dal dictators right up to the communists of 
today, Chinese leaders have looked 
askance at free expression. During the Cul- 
tural Revolution, thousands of writers and 
intellectuals died for just one sentence they 
might have uttered. True poetry dis- 
appeared, and Mao Zedong consolidated 
himself by suppressing all other voices. In 
1976 a demonstration mourning the death 
of Premier Zhou Enlai was transformed 
into a poetry movement, as people put up 
their poems and elegies all around Tianan- 
men Square. This event heralded the re- 
birth of Chinese literature and the end to 
the Mao era. But poetry could not be al- 
lowed to breathe freely. Those who had 
put up poems were arrested, and the 
poems themselves were read by the flames 
or secreted away in locked drawers. 

I started writing at an early age. Always 
school authorities kept a close eye on what 
I was writing. Despite having been ex- 
pelled from school in 1983 for talking to an 
American professor — I was charged with 
disgracing China — my first collection of 
poems, The Dove of the East, was circulated 
privately (in handwritten form) in Beijing, 
Jinan and my home city, Qingdao. A copy 
was also taken to America to a friend of 
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By Liu Hongbin 








mine, Prof. Kai-lai Chung at Stanford Uni- 
versity, by Julie Cobb, an American stu- 
dent of Chinese studies. It was Prof. Chung 
who introduced me to the greatest novelist 
of modern China, Sheng Congwen. Later, 
a deputy editor of an official literary maga- 
zine chose to run one poem — Sparrow — 
but it was censored before it appeared. No 
one else dared risk his career by publish- 
ing it. 

All that changed in the spring of 1989, 
at least for a few weeks. Editors and jour- 
nalists plucked up their moral courage 
and went out onto the streets to demon- 
strate their support for the students. They 
placed lids on the lenses of their cameras 
and bandages over their mouths to illus- 
trate the official gagging of the press. Just 
before the tragic massacre on June 4, I 
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pasted up and circulated four of my 
poems around Tiananmen Square. What 
followed was the darkest day in modern 
Chinese history. 

On June 9, the government and troops 
issued the No. 12 Notice, urging those who 
had put up posters and leaflets to come 
forward to confess or face harsh punish- 
ment. It turns out that one of my poems 
fared better than I did. Sparrow found its 
nest in Taiwan's China Times on June 10. 
After being questioned I hid and then 
sought to leave China. Finally I was exiled. 
I again found my home within language in 
London greeted by poets Elaine Feinstein, 
Peter Porter and Stephen Spender. 
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Traditionally poetry has been seen as a 
tool of influencing personal morality. In- 
deed, the original function of poetry in- 
cluded political and social criticism. And 
China is a nation of poetry. "If you do not 
study poetry," said Confucius to his son, 
“you will not be able to converse. Poetry 
can serve to inspire emotion, to help you in 
your observations, to make you fit for com- 
pany, to express your grievances." 


o regime welcomes this last func- 
tion, and the more unjust the rulers 


are, the more they seek to stamp it 
out. Certainly poets are sensitive to this as 
well. But the poet has his own weapons — 
ambiguity, for example, or a multiplicity of 
words or meanings to convey his mes- 
sages. This is a headache for the dictator 
because he lacks three things: the intellect 
to decipher the symbolism; the imagina- 
tion to understand its connotations; and the 
inclination to do either. On the other hand, 
the dictator is free to interpret ambiguity 
as he pleases and jail anyone he suspects of 
writing subversive poetry. 

Poetry is dangerous, and nowhere is it 
more dangerous than in the China of the 
past 40 years, where to speak and write 
was to risk your life. Poetry calls for the 
native sensibility we have worn out in the 
course of time, and writing poetry is thus 
an exaltation of humanity. This is the truth 
behind W. H. Auden's lines, In the prison of 
his days/Teach the free man how to praise. 

Writing poetry is an adventure within 
language, with the pain of intelligence, the 
tribulation, the joy of momentary detach- 
ment and transcendence, the risk of self- 
destruction and resurrection within it well 
beyond any initial anticipation. The poet 
thus finds it more adventurous — and 
dangerous — to enter language itself than 
to engage in social politics directly. From 
the inside to the outside, the journey of 
writing poetry is an extension of reality. 
Time worships language; poetry outlives 
all dictators; and, in due course, poetic 
justice is always done. "Writing is a deed 
of eternity," said Tu Fu, a Tang Dynasty 
poet. Poetry, in sum, is the witness to his- 
to 

Pega that is why the poet so — 
ens the dictator. 
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Signs of increasingly troubled times: posters romanticise gun-toting women; migrant labourers live on the streets while waiting for jobs. 


CHINA 


Disorder Under Heaven 


The ageing leadership seems to be losing its old-style 
communist grip over the masses. The resulting lawlessness 
benefits only corrupt officials and criminals. 


By Lincoln w in n Beijing 


As far as President Jiang 
Zemin is concerned, the 
B, economic boom of the last 
few years amply justifies 
the June 4, 1989 Beijing 
massacre. "Without the 
resolute measures taken then," Jiang told 
— Malaysian Prime Minister Datuk 

ri Mahathir Mohamad recently, "China 
ela not have enjoyed today’s stability.” 

“What stability?” wonders a govern- 
ment economist. Crime rates have trebled 
in the 15 years of paramount leader Deng 
Xiaoping’s “reform and opening” policy. 
In just the two years since Deng gave the 
green light to unbridled entrepreneurship 
and kicked the economy into overdrive, 
social indicators such as divorce rates, job- 
lessness and suicides all point to a dramatic 
deterioration in the quality of life. Though 
the statistical picture may be less bleak than 
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in many Western countries, it contrasts 
sharply with the surface calm of totalitar- 
ian control before Deng. 

Everyday experience prov ides little evi- 
dence of stability. Inflation is eroding real 
incomes as public enterprise reform threat- 
ens the iron rice-bowl of lifetime employ- 
ment. Urban renewal has uprooted an un- 
precedented number of city-dwellers. Cor- 
ruption is unabashed, and vice flourishes 
openly as a way for the newly rich to flaunt 
their often ill-gotten gains. Looser house- 
hold registration rules and lagging produce 
prices have sent up to 150 million peasants 
flooding into the cities as migrant labour- 
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ers, creating a floating, restive urban 
underclass. But if life is tough for displaced 
peasants, it may be no better for those who 
stay down on the farm. Arbitrary tax levies, 
brigandage, local warlordism and inter- 
necine feuds beset China's hinterland. 

“Security problems are escalating in 
some rural areas, and the public reaction is 
intense," the Supreme Court's chief justice, 
Ren Jianxin, told à party committee in May. 

“Never underestimate the effect of rural 
unrest . . . in terms of the overriding inter- 
ests of the party and the state.” 

The government economist derides 
Jiang’s boast that China has parleyed the 
Tiananmen Square crackdown into pros- 
perity. “As far as I can see, the regime has 
turned a good thing — economic growth 
— into a bad thing: social chaos.” And if 
chaos spins too far out of control, it could 
undermine the regime’s legitimacy just as 
Beijing embarks upon the uncertainties of 
the post-Deng succession battle. 

Apocalyptic post-Deng scenarios are all 
too readily imaginable. Rich regions or fac- 
tions in the south could seize the chance to 
escape the dead hand of Beijing's control. 
Migrant have-nots could rampage in the 
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cities. In the hinterland, local toughs or 
vigilantes could set themselves up as unas- 
sailable regional warlords. Enough of 
these, in alliance, could sow the seeds of 
full-blown civil war. 

Long before any of these nightmares 
has a chance to come true, deteriorating 
public order could bring on a reassessment 
of China's country risk among foreign in- 
vestors. Taiwanese industrialists, who 
blazed the trail for the current China in- 
vestment boom as early as the autumn of 
1989, are showing, signs of beating a re- 
treat. In April, Taipei approved just 105 
applications for mainland investment 
worth US$67 million — a far cry from the 
433 proposals worth US$174 million in the 
same month of 1993. No coincidence, per- 
haps, that April also saw the onset of the 
Qiandao Lake mass-murder scandal. 

That saga, in which a sightseeing boat 
was mysteriously burned at a Zhejiang 
tourist spot with 24 Taiwan- 
ese holiday-makers and eight 
Chinese crew trapped below 
deck, could poison Beijing- 
Taipei relations for months to 
come. At first Chinese offi- 
cials stonewalled Taiwanese 
inquiries, insisting the fire 
was an accident. Taipei re- 
acted with an embargo upon 
the USS600 million-a-year 
tourist traffic across the Tai- 
wan Straits. President Lee 
Teng-hui, resorting to long- 
disused civil war buzzwords, 
denounced Beijing's commu- 
nist rulers as "a bandit re- 
gime . . . [that] should have 
been overthrown long ago." 

Lee's bombast got results. 
Within a fortnight, China 
produced three freelance brigands who 
were supposedly solely responsible for the 
atrocity. Taiwanese intelligence officials 
have their own version of events: the group 
was robbed by a rogue army unit using 
flame-throwers. 

With no independent judiciary, outside 
access controlled and investigative report- 
age off-limits to the local press, the facts of 
Qiandao Lake may never come to light. But 
the impenetrability of the case speaks vol- 
umes about the state of public order in the 
mainland, a Taiwan intellectual points out. 
"And the communists' version — a cold- 
blooded mass murder by three petty 
crooks trying to pay off the loan to buy 
their speed boat — is already lurid enough. 
What can you say about a place where 
such a story is supposed to be reassuring?” 

For Chinese audiences raised on a 
steady diet of media gore, the Qiandao 
tragedy may indeed seem humdrum. 
Newly audience-conscious state media in 
the "socialist market economy" vie with 
each other to report grisly crime news. A 
random sampling from Chinese dailies 
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during the last week in April and the first 
week in May: 
> A kidnap ring in Anhui gang-raped 
hundreds of women before selling them off 
as wives or prostitutes. 
> A Guangdong policeman hanged a rob- 
bery suspect in prison and then bribed a 
court official to cover up the crime. 
> An army unit sold military identifica- 
tion cards to ex-convicts for up to Rmb 
15,000 (US$1,730) apiece. 
> A Hunanese serial rapist went on a 
four-year rampage but none of his 62 vic- 
tims would testify against him. He was 
finally turned in by a seven-year-old girl. 
Lurid as these purportedly factual news 
accounts may be, the fictionalised pulp 
magazines on any news-stand daub Chi- 
na's current crime wave in even gaudier 
colours. Movies and TV programmes per- 
versely glamorise crooks and tough guys, 
a trend reflected in the current vogue for 





Deng exhorts: some fear it will end in a de-stabilising free-for-all. 


gangsterish or paramilitary couture. 
Leather jackets, fishnet singlets and com- 
bat fatigues are all the rage. 

All of this looks hauntingly familiar to 
some scholars. Rising crime and corruption 
have marked the twilight of dynasties as 
far back as the Tang (618-907 AD) and as 
recent as the Kuomintang republic (1911- 
49). The corollary has been a recourse to 
vigilantism and a literary romanticisation 
of lawlessness. 

For ordinary people, though, there’s 
nothing romantic about the breakdown in 
order. Xiao Fang, a household domestic 
worker, recounts hitchhiking her way back 
to Beijing after a New Year holiday with 
her family in Anhui. Every hour or two, 
the trucks she rode got stopped by men in 
uniform — no telling if they were real cops 
or fake — and the passengers shaken down 
for “toll fees.” In all, the trip cost Rmb 800, 
a third of her year’s wage. 

A Russian exchange student was 
cycling through Beijing’s diplomatic dis- 
trict when he came upon a group of eight 
thugs knifing a man in front of the Iranian 
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Embassy in broad daylight. None of the 
scores of PAP sentries on the block lifted a 
finger. Neither did any of the hundred-odd 
onlookers. When they were finished with 
their butchery, the assailants calmly hailed 
a pair of taxis and rode away. 

Gao Xinyu, a housewife in Beijing's 
Chaoyang district, no longer lets her five- 
year-old sit at the window. With the up- 
surge in jobless migrants from the coun- 
tryside, she worries constantly about bur- 
glars breaking into her one-room shanty 
at a busy intersection. In May, a sedan-full 
of drunken off-duty police ploughed into 
a taxi-van. Far from aiding the hapless 
cabbie, the cops drubbed him until he 
apologised for having the temerity to cross 
their path. “My husband wanted to get 
out our camera and take pictures,” Gao 
relates. “I told him forget it. Where do you 
think you are, Los Angeles? Who are you 
going to complain to? A cop? Just stay out 
of trouble.” 

She’s hardly alone in 
viewing public security 
forces as more a part of the 
problem than of the solution. 
Police increasingly take their 
lumps at the hands of a dis- 
gruntled public. Last year, 
275 of them died in the line 
of duty nationwide and 
nearly 8,000 were wounded, 
according to the official Bei- 
jing Youth News. The under- 
lying cause of these numbers, 
according to an unnamed top 
cop cited in the article, is that 
“police still don’t have 
enough authority in society.” 
Propaganda over-empha- 
sises slogans such as “The 
People’s Police Love the Peo- 
ple,” the official complained. But don’t for- 
get, he ominously reminded the reporter, 
“the police are also a tool of the national 
dictatorship.” 

And, just to protect itself against any 
contingency, the dictatorship has been tool- 
ing up in a big way lately, according to the 
Hong Kong monthly Tang Tai. In March, 
the party leadership deputed 130,000 extra 
staff to the police, prosecutors and judiciary 
— the biggest increase in a decade. The 
same month, the Public Security Ministry 
issued a new regulation spelling out whom 
cops can shoot and why. The list is exten- 
sive, covering all kinds of "agitators," in- 
cluding those who commit such "sabo- 
tage" as obstructing traffic. 

Urging police to take full advantage of 
the new rules, the People's Public Security 
News ran an editorial headlined "Get a 
Grip on Your Guns." Daring to use weap- 
ons, the paper said, is "our highest respon- 
sibility to the party and the people in this 
new era, as we intensify our struggle 
against the enemy and increase our attack 
force." Li 
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CHINA 


Cops and Robbers 


They're of the same tribe, say some Chinese 





By Anthony Kuhn in Beijing 


m The beat cop on patrol, 
—] long a fixture in most 
Western and Asian cities, 
has just made his debut in 
China. Under a new pilot 
programme in select dis- 
tricts iof 88 Chinese cities, squad cars now 
cruise the streets bearing the legend: "If 
you have a problem, look for a police pa- 
trol." 

That motto may seem ironic to resi- 
dents. A soaring crime rate suggests that 
in China, it's hard to find a cop when you 
need one. But when it comes to enforcing 
policies that citizens find coercive, politi- 
cally repressive or merely irritating, Chi- 
nese cops seem all too easy to find. The 
broad purview of police powers, more- 
over, creates boundless corruption oppor- 
tunities for underpaid policemen. Ironi- 
cally, the citizens best equipped to pay 
bribes may often be practising crooks. As 
the weary Chinese cliché has it, “cops and 
robbers are of the same tribe.” 

Such problems, relatively new to post- 
revolutionary China, bespeak the break- 
down of a once-effective system of totali- 
tarian social control. Work units used to 
perform many police functions in lieu of 
cops, disciplining employees convicted of 
crimes and serving as parole officers after 
completion of a sentence. In urban neigh- 
bourhoods, many of these functions fell to 
police-supervised street committees. These 
community activists, mostly gossipy old 
grannies, kept cops abreast of the comings- 
and-goings on the block and enforced the 
hukou household registration system, 
which limited citizens’ mobility. 

But the hukou straitjacket is already so 
frayed that the regime has decided to 
phase it out. With Chinese urban life be- 
coming increasingly transient and anony- 
mous, police can no longer afford to sit in 
their police stations. Walking a beat may 
be the norm for cops worldwide, but in 
China it’s a startling innovation, hailed as 
a positive step by 89% of respondents in a 
poll by the Beijing Youth News. The daily 
lauded the measure as “a scientific form of 
urban management that is common among 
international urban centres.” 

To learn more about foreign police 
methods, China hosted its first interna- 
tional policing conference last November. 
Ironically, though, many crime-ridden 
Western cities are already starting to turn 
away from patrol-policing. Instead, they’re 
looking at “neighbourhood watch” con- 











Problem solver or problem maker? 


cepts that might stand to learn a thing or 
two from Chinese experience in commu- 
nity activism. At the November confer- 
ence, Canadian constable Jack Fordham 
cited the Chinese street surveillance sys- 
tem as a testimonial to one of his favourite 
maxims, “the best cop is a concerned 
neighbour.” 

But the risk of letting the police get too 
cosy with their neighbours is that the two 
may become partners in crime. The prob- 
lem has become so acute that, last Septem- 
ber, the Public Security Ministry was 
moved to issue a list of “10 No-Nos” for 
cops. For instance: no selling of protection 
services to dance halls, massage parlours, 
smuggling rings and the like; no tipping 
off crooks about police busts in advance; 
no helping yourself to food or merchan- 
dise from people without paying. “Next 
thing you know, you'll have to remind the 
police ^no killing, no stealing'," a disgusted 
factory manager complains. 

But it's not just the “No-Nos” that make 
the police unpopular. Even some of their 
duly designated duties can blacken their 
names. “Killing dogs and extracting pay- 
ments, vasectomising and inserting IUDs, 
collecting grain and taxes — police are 
present at all these unpleasant tasks," 
moans the official People's Police News. “Just 
think: how can the masses feel goodwill 
towards police?" 

The new beat cops hardly seem likely 
to win any popularity contests, either. Bei- 
jing residents are already complaining that 
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they fine everyone from litterbugs to unli- 
censed hawkers and traffic scofflaws. 
"They mind everybody's business," gripes 
one pedlar. "Except for the real problems 
of social order." 

It all depends on what you call real. Re- 
flecting the regime's priorities, certain kinds 
of social disorder are expressly targeted in 
the regulations setting up the new patrols: 
unlawful assemblies, marches and demon- 
strations. The beat cops are supposed to 
coordinate with the People's Armed Police 
(PAP) riot troops, thus enhancing the quick- 
response capabilities of the police. 

Just how this might play out in a crisis 
scenario was suggested in a speech by Pub- 
lic Security Minister Tao Siju. Hong Kong’s 
Cheng Ming magazine quoted Tao as tell- 
ing a Police Academy audience in April 
that "most emergency situations in future 
will be handled by the police and PAP. In 
some important areas, we must be able to 
mobilise 40,000-50,000 men within four 
hours. In case of real emergency, we 
should be able to get 5,000-8,000 troops to 
the scene within 20 minutes." 

Tao's calculus illustrates his ministry's 
determination not to repeat the Beijing rout 
of June 1989, when police — with neither 
the weapons nor tactical training to dis- 
perse demonstrators — had to abdicate the 
job to the army. The result was a massacre 
of civilians. Since that fiasco, Chinese po- 
lice have sent delegations abroad to study 
from such mentors as South Korea. 

The seasoned student-bashers of Seoul's 
riot squads first fire tear gas, then wade in 
with shields and batons to break the dem- 
onstrators’ ranks. Next, plainclothes mar- 
tial-arts teams subdue individual protest- 
ers. Lastly, water cannons flush out the 
detritus. China is so enamoured with state- 
of-the art riot control that Beijing has pur- 
chased brand-new water cannons, accord- 
ing to one Western diplomat. 

Any June 4 anniversary protests will be 
squashed with unprecedented efficiency, 
the diplomat predicts. However, he cau- 
tions, “there is a greater chance of unrest in 
smaller cities,” where police presence is 
much weaker than in the capital. Still, in 
the long run, blanketing cities with cops 
and state-of-the-art police equipment does 
not guarantee safe streets, says constable 
Fordham. “Perhaps the Chinese can avoid 
some of the mistakes the West has made” 
in law enforcement, he says. 

A Chinese journalist agrees that, ulti- 
mately, the new patrols are no more than a 
band-aid solution, designed to maintain 
visible order “on the surface.” For all its 
rhetoric about uprooting crime, Beijing can 
hardly revive either the mass anti-vice 
campaigns of the early 1950s or the hukou 
and work-unit grid of social control. So 
band-aids may be all that China can man- 
age for the foreseeable future, with an in- 
creasing reliance on punishment and de- 
terrence. a 
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CHINA 


Private Guardians 


They bridge the gap between the law and order 








By Anthony Kuhn in Beijing 


Have you ever thought of 
j an exciting career in the 
private security business? 
Consider the job options 
available to you in China 
today: 

» Bédana become an instant symbol 
of power and affluence as you protect 
wealthy magnates on either side of the law. 
Train in esoteric martial arts and gun-han- 
dling. 

P Private detective: match wits with way- 
ward spouses and recalcitrant debtors as 
you apply your surveillance and sleuthing 
skills. 

> Security equipment dealer: outfit cli- 
ents and friends with a full range of mili- 
tary and police uniforms and equipment, 
from stun-guns to mace, handcuffs to 
flashing lights and sirens. 

> Generalissimo: recruit your own pri- 
vate army and make yourself a freelance 
four-star general. 

No such ad has appeared in China yet. 
But these jobs are already emerging in the 
yawning chasm between the perceived se- 
curity needs of a crime-plagued populace 
and the government's limited ability to 
safeguard its citizens. The private protec- 
tion business has sprung up of its own ac- 
cord in a legal grey area, says independent 
pollster Yuan Yue, an ex-official of the Jus- 
tice Ministry. Traditionalists insist that se- 
curity is one business where the private 
sector has no place. Yuan counters that en- 
trepreneurs are already in the protection 
business, and urgently need recognition 
and regulation. Otherwise, the private se- 
curity business could contain the seeds of 
vigilantism, organised crime and even 
warlordism. 

Whether to forestall these dangers or 
just to cut out potential competitors, police 
and other officials leave private investiga- 
tors little room to manoeuvre. Still, accord- 
ing to the Tianjin Police Gazette, China al- 
ready boasts about 20 so-called "civil af- 
fairs investigation" firms in the private sec- 
tor. Usually staffed by former police, their 
stock-in-trade includes debt extraction, 
credit checks, missing-person searches and 
the bugging and de-bugging of offices and 
phones. Some may tail spouses for evi- 
dence of infidelity. One agency was even 
asked to confirm the virginity of a prospec- 
tive bride, according to the Gazette. (The 
agency declined the job.) These are jobs 
that "no other organisations in society can 
handle at present," said chief detective Shi 





Lijun of the Hangong Civil Affairs Investi- 
gation Service, in an interview with the 
Beijing Youth News. 

Shi added that his sleuths steer clear of 
formal criminal investigations or official 
police work. So far, officialdom has re- 
turned the compliment, leaving the private 
investigators largely untouched. Neither 
the police, commerce nor justice ministries 
feel the matter falls within their jurisdic- 
tion. “If they don’t violate the laws, we 
have no power to interfere," one police- 
man told the paper. 

For all their pious claims to be operat- 
ing strictly within the law, private investi- 
gators in fact subsist in a legal vacuum. 
No law spells out their powers of investi- 
gation, although there seems to be a con- 
sensus that they have no legal right to 
search, detain, or interrogate suspects. 
Only freewheeling Guangdong province, 
paradoxically, has banned the private eyes 
outright. Elsewhere in China, the govern- 
ment keeps them on a short leash with 
measures such as half-yearly licence re- 
newals or caps on the number of staff they 
can hire. 

If private eyes are proving hard to regu- 
late, the government finds it virtually im- 
possible to get a handle on the burgeoning 
business in private bodyguards. These 
started to reappear with the entrepre- 
neurial class of the early 1980s. Many of 





Private security agency ad: inadequate regulation. 
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the first nouveau riches were ex-convicts 
who went into business for themselves be- 
cause they could find no other jobs. No 
sooner had they made their fortunes than 
they found themselves in need of protec- 
tion from revenge-seeking clients whom 
they had gouged and swindled. Unable to 
turn to the police for protection, the ex- 
convicts would hire former prison mates 
as bodyguards. 

Even legitimate businessmen with no 
jail time on their resumés have every rea- 
son to be worried when they head into 
China's lawless hinterland. Many carry 
guns, mace or cattle prods in their attache 
cases on business trips. Or they may flaunt 
bodyguards as a peculiarly secure form of 
conspicuous consumption. The tabloid 
World Information reports that at least one 
ex-KGB agent is in the employ of Chinese 
businessmen. 

Others may hire secretary-cum-body- 
guard graduates from special schools de- 
signed to churn out killer clerks. These 
young women are trained not only in of- 
fice procedures and public relations, but 
also martial arts, marksmanship, offensive 
driving and other modern Chinese busi- 
ness skills. 

But the mainstay of China's private pro- 
tection industry is guarding not bodies but 
property. Theft is the country's No. 1 crime, 
feeding a hot market for everything from 
scarce construction materials to stolen 
manhole covers. Government enterprises 
are constantly being robbed of electrical 
supplies, oil-well equipment and even rail- 
way ties. The buyers are often other state- 
owned companies. 

In an effort to cope with theft and de- 
centralise police protection, Beijing last 
year drafted a set of "economic po- 
lice management rules." These allow 
for an enterprise to install its own 
police station, usually with only one 
official cop, who must then deputise 
sub-contracted guards to secure the 
premises. The deputies, often migrant 
labourers or ex-convicts, are paid and 
equipped by the company under pro- 
tection. Despite the fig-leaf of state 
deputising, these "economic police" 
owe their allegiance to whoever pays 
them — making them, in effect, pri- 
vate security forces. 

Companies that cannot get ap- 
proval to set up their own economic 
police stations often hire security 
guards under euphemistic titles like 

“technology development consult- 
ants.” These types can readily equip 
themselves with uniforms, stun guns 
and other police paraphernalia from 
the burgeoning security-equipment 
industry. By law, only licensed police 
forces can buy such equipment, but 
manufacturers happily reap profits 
by charging higher prices to black- 
market customers. Thus armed and 
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outfitted, legions of phony cops man road- 
blocks the length and breadth of China, 
levying arbitrary fines on-travellers. Most 
such operations are small-time, but the case 
of self-appointed generalissimos Guo 
Rongxi and Li Tianyou from landlocked 
Shanxi province illustrates how far this 
type of scam can go. According to the offi- 
cial Law and Life magazine, the dynamic 
duo organised a private, 400-man army, 
complete with uniforms, insignia, wea- 
pons, vehicles and fake documents. Posing 
as a branch of the People's Liberation 


Army, the impostors "drafted" friends and 
relatives and set up 44 business offices in 
12 provinces and cities nationwide. 

From 1992-93, the phony-army unit 
signed over 100 bogus business contracts. 
Victims of the scam even included some 
supposedly China-wise entrepreneurs 
from South Korea and Hong Kong. Dis- 
gruntled business associates found them- 
selves beaten up and imprisoned in the 
ersatz army's base camp. In all, the swin- 
dlers netted over Rmb 100 million 
(US$11.5 million) before they were finally 


History Repeats Itself 


On the shores of Bai- 
yang Lake, near the 
three-way border of Bei- 
jing and Tianjin munici- 
palities and Hebei prov- 

A sd ince, a new tourist at- 
traction is taking shape: a museum com- 
memorating the district's links with the 
bandit heroes of the classic novel Water 
Margin. 

The story relates how, in the reign of 
Song Huizong (1101-25), 108 assorted 
outcasts — monks, magicians, fishermen, 
disgraced military officers, failed schol- 
ars and other riff-raff — gathered on the 
margins of Song dynasty civilisation to 
prey on the undeserving rich. 

Given the Robin Hood-like cachet of 
the heroes, the Water Margin museum 
looks like a sure-fire tourist draw, except 
for one small quibble: the story has noth- 
ing to do with Baiyang district, having 
taken place in Shandong province, some 
500 kilometres to the east. 

No matter, as far as the Baiyang lo- 
cals are concerned. Their district remains, 
anyway, the spiritual descendent of the 
Water Margin. Falling as it does between 
the cracks of administrative jurisdictions, 
a certain picaresque lawlessness prevails. 

It is reflected in the free-wheeling ba- 
zaar for illicit arms, porno videotapes 
and knock-off designer couture at nearby 
Baigou Dian. And the notorious price- 
gouging hotels and excursion boats have 
earned Baiyang Lake a special cachet as 
the Qiandao of the North, an allusion to 
the Zhejiang tourist spot where 24 Tai- 
wan tourists were lately murdered. 

The notion of cashing in on bandit 
chic suggests how far China's self-per- 
ception has strayed from the days of 
Maoist rectitude just 15 years ago. Even 
the officially promulgated heroes of these 
times are no longer self-abnegating Red 
Samaritans like Lei Feng, but brigand- 
bashers like Xu Honggang, an off-duty 
soldier who single-handedly fended off 
a quartet of highway robbers on a Si- 





30 


chuan bus last year. 

Grass-roots justice is a recurring fea- 
ture of dynastic endgames in Chinese 
history, according to Harvard sinologist 
Philip Kuhn. "It's a natural reaction, 
when people's sense of security is threat- 
ened." Peasant uprisings — often with 
supernatural or millenial overtones — 
date back as early as the Yellow Turban 
and Red Eyebrow revolts of the Western 
Han dynasty nearly 2,000 years ago. 

More recent outbreaks include the 





seized by real army troops and handed 
over to police. 

Law and Life was at pains to emphasise 
that the private army was simply an eco- 
nomic scam with no political pretensions. 
Their motive “was none other than to ex- 
ploit certain loopholes during the transi- 
tion from a planned to a market economy." 
But the motives hardly matter: with local 
officials, party cadres and even police in- 
structors playing along, the loopholes 
proved big enough for a 400-man battalion 
to slip through. = 


ties have not necessarily correlated with 
economic hard times. If anything, Kuhn 
notes, they tend to reflect economic 
booms, like the last florescence of the 
Ming dynasty in the early 1600s, just be- 
fore its collapse. China's early trade sur- 
pluses with the West made for huge in- 
flows of foreign silver, but the social ef- 
fect was to widen wealth gaps and in- 
flame jealousies. Even if the poor were 
better off in absolute terms, in relative 


"wealth they perceived themselves as los- 


ing ground to the corrupt aristocracy. 

Kuhn's latest book, Soulstealers, details 
how the Qing dynasty at its height, in 
the reign of Emperor 
Qien Long (1736-96), 
gave full play to eco- 
nomic dynamism, 
especially in the 
south, while strug- 
gling to keep the lid 
on politically — an 
oddly evocative pre- 
cursor of patriarch 
Deng's current dis- 
pensation. In 1768, a 
widespread sorcery 
scare targeted such 
marginal characters 
as itinerant monks 
and labourers. 

But all the anti- 


Growing menace: highway robbers captured in Hunan. sorcery witch-hunt 


Eight Trigrams and White Lotus upris- 
ings of the early 19th century, the Chris- 
tian-inspired Heavenly Kingdom of the 
Taipings in the 1840s and the Boxer Re- 
bellion of 1900. Even the 1911 overthrow 
of the Manchu dynasty and the ousting 
of the Kuomintang in the late 1940s con- 
tained elements of peasant populism. 

No wonder the present Beijing re- 
gime, on the eve of its post-Deng succes- 
sion struggle, is especially wary of any 
hint of incipient cults. This hyper- 
sensitivity is reflected in the religious 
control rules of February and the "anti- 
superstition" provisions in last month's 
public security regulations. 

Populist uprisings in previous dynas- 
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produced was a 
mass of worthless, self-contradictory tes- 
timony extracted under torture, but no 
trace of the grand conspirators. "Cruelty 
can only achieve so much, then as now," 
comments a Beijing intellectual, noting 
that as recently as 1993, China accounted 
for 63% of the world's executions but still 
remained in the grip of a crime wave. 

Finally realising that the anti-sorcery 
pogrom was doing more harm than 
good to the dynasty's prestige, top bu- 
reaucrats persuaded the emperor to back 
off the campaign and get on with his self- 
styled "Age of Prosperity." But the Qing 
emperor could afford a climb-down; un- 
like Deng, Qien Long had 18 years left to 
his effulgent reign. m Lincoln Kaye 
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INDIA 


Rebel Redoubt 


New Delhi fights tribal insurgencies in the northeast 





By Hamish McDonald in Kohima and Imphal 
Í n early 1944, a decisive but little-known 





battle of World War II was fought in 

northeastern India. It was here, amidst 
the steep hills and dense jungles where the 
Subcontinent abuts Southeast Asia, that 
Gen. William Slim's British and Indian 
troops broke the Japanese advance from 
Burma. The Allied troops turned the tide 
at Kohima, capital of what is now the In- 
dian state of Nagaland, ending Japanese 
hopes of a quick thrust into the heart of 
British India. 

But the guns never really fell silent in 
this corner of the Subcontinent. Today, 
nearly half a century laa, 
both Nagaland and ee 
bouring Manipur re A 
wracked by long-sta 
tribal insurgencies as viru- * 
lent as those that have torn 
Punjab and Kashmir. In 
some areas the conflict is 
restricted to Indian security 
forces and local insurgents. In 
others, it is a tri-cornered fight 
involving competing tribal 
groups and New Delhi's forces. 
Add to that the fractious poli- 
tics of the region, and the result 
is a seething mix of ethnic and 
economic resentments on 
which insurgency feeds. 

Manipur and Nagaland, 
each with a population of less 
than 2 million, are only two of 
the seven Indian states that cover the up- 
per basin of the Brahmaputra River and its 
hill boundaries. But to a greater or lesser 
extent the problems facing these two states 
are mirrored in the others. Mizoram, south 
of Manipur, also faces an insurgency. In 
Meghalaya, Khasi tribals show mounting 
hostility towards outsiders, while Assam 
has seen vicious rioting between ethnic 
Assamese and Bengali Muslim migrants 
from Bangladesh and India. On May 29 at 
least 21 people were killed and more than 
4,000 made homeless in lower Assam's 
Kokhrajar district when Bodo tribal mili- 
tants attacked four Muslim villages. 

New Delhi continues to throw men, 
guns and subsidies into the northeast be- 
cause of the region's strategic and eco- 
nomic importance. India borders here on 
Tibet, Bhutan, Bangladesh and Burma. The 
region is rich in oil, timber and tea, and has 
great hydro-electric potential. But it is also 
the cultural junction between the mainly 
Hindu civilisation of the plains and the ani- 
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mist traditions (leavened by a good dose 
of missionary Christianity) of the Tibeto- 
Burman peoples of the hills. 

The challenge for India is to keep the 
lid on this ethno-cultural cauldron of some 
30 million people. But as fast as New Delhi 
builds new political structures, it finds 
them torn down by competing interests. 
Migration from the Bengal plains is fan- 
ning "anti-foreigner" — read anti-Indian — 
feelings, and a corrupt politician-smuggler- 
insurgent nexus has grown in tandem with 
the illicit trade in heroin, timber and gems 
from neighbouring Burma. 

Even for troops hardened in Punjab and 


Kashmir, the northeast is deadly ground. 


Lieut.-Gen. Vijay Kumar Nayar, 
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governor of Manipur 
and Nagaland, who be- 
fore retiring from the 
army spent much of his 
time chasing insurgents 
through these hills, gives 
a soldier's credit to his 
opponents. “The Hizbul 
Mujahideen are not a 
patch on them!” he says, 
dismissing the Pakistani- 
armed Islamic insurgent 
group in Kashmir. “Of all 
the Indian insurgents, the 
Nagas are the most po- 
tent. The Meitei too,” says Nayar, referring 
to the Manipuri rebels, “have no fear of 
death.” 

The annual gallantry awards to the 
armed forces bear him out. A surprisingly 
high number of medals went to soldiers 
fighting the Naga and Meitei insurgents — 
many awarded posthumously. The tribal 
guerillas avail of handy sanctuaries in 
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Nagaland's Jamir: 


Burma and Bangladesh. The Indian forces, 
on the other hand, are handicapped by the 
distances, the rugged terrain, and their re- 
striction to one narrow access route to the 
northeast — the "Siliguri Neck" which 
loops across the top of Bangladesh. 

Last year's death toll in Manipur was 
87 among security forces and 410 for mili- 
tants, according to government figures. 
Another 316 people died in ethnic massa- 
cres between the Naga and Kuki tribes in 
the Manipur hills. New Delhi then decided 
to impose direct presidential rule in Mani- 
pur. The state's elected assembly was dis- 
missed on December 31, the fourth such 
sacking since the state was created in 1972. 

Since January, New Delhi has been rul- 
ing Manipur directly through Governor 
Nayar. The killings have diminished in the 
interim, but small-scale ambushes and 
bombings of power lines continue intermit- 
tently around the state capital of Imphal. 
Now direct rule has been extended another 
six months, till the year’s end. 

With Manipur under president's rule, 
Nagaland Chief Minister S. C. 
Jamir waits to see if he too will 
be dismissed like his counter- 
part in Imphal. In a report to 
New Delhi, the governor ac- 
cused Jamir of maintaining 
links with a faction of the un- 
derground National Socialist 
Council of Nagaland (NSCN). In 
the hill-top town of Kohima, the 
state capital, Jamir dismisses 
Nayar's charge as a sign of the 
latter's "immaturity in politics." 
But the chief minister knows he 
has irritated New Delhi by en- 
acting legislation claiming 
rights to oil found in Nagaland 
by India's state exploration 
companies. 

Jamir also has to 
watch out on the home 
front. Bodyguards with 
assault rifles guard 
against assassination at- 
tempts by Naga youth, 
who accuse the chief 
minister of selling out to 
India. Last November 
three Naga students 
stormed into Nagaland 
House in New Delhi and 
pumped three bullets 
into Jamir. “One is still 
there,” says the chief 
minister, patting a torso 
clad in a three-piece suit. 

Governor Nayar and his security forces 
find their task complicated by the lack of a 
clear line between local politics and insur- 
gency. “They are all mixed up,” says a sen- 
ior Indian intelligence officer in Imphal. 
Local people fight for the security, perks 
and prestige of an Indian Government job 
— virtually the only salaried employment 
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A LASTING COMMITMENT TO 





ASIAN FINANCE 


Asia is a region of diverse cultures and traditions. A simplified view of the region or a hurried ride 
on the bandwagon to chase the world's fastest economic growth would only result in deeper confusion. 

You can avoid such an unhappy situation if you rely on Sanwa Bank. Our traditional strength in 
Asia, of course, comes largely from Japan's close economic relations with the region. But our insight into 
the major Asian economies has been achieved with our long-term commitment to their respective markets. 

We offer the support you need in Hong Kong, China, Singapore, Indonesia, Thailand, Malaysia, 
Viet Nam, the Philippines, the Republic of Korea, India and Australia, as well as Japan. 

Our commitment to Asia through our extensive network of branches and subsidiaries and our 
capital participation in local companies has a long history — nothing to do with the latest “Asia boom." 
In many Asian countries, we actively offered our services to facilitate the take-off of their economies. 

From banking services such as syndicated loans, trade finance to capital market activities such as 
bond flotations and equity offerings, our Asian group is always ready to provide you with quick solutions. 

At Sanwa, we will continue furnishing a comprehensive range of financial services in Asia in order 
to keep our clients ahead of the dynamic growth of the regional economy during the rest of the century 


and beyond. 





Our comprehensive coverage of 
Asia is spearheaded by our operations in 
Hong Kong. Our commercial banking 
branch there was opened in 1964 and 
now has a very strong foothold in the 
territory with six sub-branches serv- 
ing a wide range of customers from 
leading local businesses to individuals 
for housing loans. 





SIF's Role 
Bond The World Bank HKS 1 billion Joint Lead Manager 
Bond International Finance Corp. HK$ 750 million Joint Lead Manager/Bookrunner 
Bond Asian Development Bank HKS 1 billion Co-Lead Manager 
FRN Krung Thai Bank US$ 150 milion Arranger/Lead Manager 
Term loan “The People’s Republic of China USS 28 million Arranger 
Term loan Government of Malaysia Yen 24 billion Arranger 
Term loan Bank Negara Indonesia US$ 65 milion —  Arranger/Lead Manager 
Term loan - Sun Hung Kai Properties HK$ 1.05 billion Arranger/Lead Manager 
Korean Air US$ 218 million Arranger/Lead Manager 


| Sanwa International Finance's selected transactions since 1989 
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Sanwa International Finance 
Limited (SIF), our merchant banking 
subsidiary in Hong Kong, has since 
1978 established itself as one of the top- 
tier players in the Asian capital market. 
The table below shows part of SIF's 
excellent track record. 

SIF is also active in helping local 
companies obtain listing for their shares 
on the Hong Kong Stock Exchange. As 
one of the leading corporate finance 
houses in Hong Kong, SIF has spon- 
sored the listing of many local compa- 
nies — including the largest calculator 
manufacturer in the region and the lead- 
ing distributor of Japanese snack foods. 
Both of them were well received by the 

















HKS 2 billion 





market with substantial amount of over 
subscription. SIF has also expanded its 
Initial Public Offering business into 
China by underwriting B-shares (special 
shares for foreign investors) issued by 
Chinese companies. 

SIF also provides fund manage- 
ment services through its subsidiary, 
Sanwa International Investment Manage- 
ment Limited (SIIM). SIIM offers 
various kinds of investment products like 
Euro-bonds, JGB, Asian equities and 
other instruments to an extensive base 
of institutional investors and private 
banking clients in the Asian region. 
By offering well diversified portfolio 
services that provide stable longterm 
returns, SIF is able to meet both client 
and market needs. This activity is grow- 
ing in line with market demand. 

Sanwas activities in Hong Kong 
are complemented by Sanwa-DSP 
Credit, which provides consumer 
financing and leasing services. 





China 





In China, Sanwa has built one of 
the largest networks of branches, 
representative offices and affiliates 





among foreign banks, covering the 
countrys key cities such as Shanghai, 
Beiing, Guangzhou, Tianjin and 
Dalian, as well as Shenzhen, the thriv- 
ing special economic zone. 

Sanwa is a gateway for inward 
investment in China. It also actively 
helps foreign and local corporations in 
trade transactions. Its affiliates — China 
Universal Leasing Co., Ltd. in Beying 
and Shanghai International Finance 
Company Limited in Shanghai — 
complement Sanwa's multifaceted 
financial services in the country. 
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Singapore 





In Singapore, Sanwa runs a 
branch as well as Sanwa Singapore 
Limited, an investment banking unit, 
and Sanwa Futures (Singapore) PTE 
Limited. In the region that forms 
ASEAN, the branch provides a wide 
range of services to governments and 
leading conglomerates — especially in 
the offshore financial sectors of 





The Sanwa Bank Asia/Oceania Network 


Hong Kong Hong Kong Branch 
Sanwa international Finance Limited 


Sanwa-DSP Credit Limited 


Sanwa Financial Products Co., L.P. Hong Kong Branch 


China Shenzhen Branch 

Shanghai Branch 

Dahan Branch 

Beijing Representative Office 

Tianjin Representative Office 

Guangzhou Representative Office 

China Universal Leasing Co., Lid 

Shanghai International Finance Company Limited 
Korea Seoul Branch 

Korea Development Leasing Corporation 





Singapore Branch 

Sanwa Singapore Limited 

Sanwa Futures (Singapore) PTE Limited 

Labuan Branch 

Kuala Lumpur Representative Office 

Commerce international Merchant Bankers Berhad 
Bank of Commerce (M) Berhad 

Bangkok International Banking Facility 

The Siam Sanwa industria! Credit Public Co., Lid 
The Siam Sanwa Trilease Co., Lid 

Siam Sanwa International Co., Ltd 

Ho Chi Minh City Representative Office 


Malaysia 


Thailand 


Viet Nam 


ET Sanwa Bank 


Indonesia and Malaysia. Sanwa has also 
provided aircraft financing for the 
national flag carriers of Malaysia and 
Singapore, and played a significant role 
in syndications for infrastructure. and 
plant construction. 


Other Asian markets 


Sanwa also has a variety of com- 
mercial and investment banking units 
catering to both the wholesale and retail 
sectors of other parts of Asia. 

Sanwa is particularly committed 
to Indonesia and Thailand. Sanwa offers 
a full range of financial services, includ- 
ing local and foreign currency lending 
and leasing, through Sanwa Indonesia 
Bank, Sanwa-BRI Finance, Inter-Pacific 
Bank and Inter-Pacific Securities in 
Jakarta, as well as the Bangkok Inter- 
national Banking Facility, Siam Sanwa 
Industrial Credit, Siam Sanwa 'Irilease 
and Siam Sanwa International in 
Bangkok. 

In Malaysia, Sanwa is closely 
cooperating with leading local institu- 
tions such as Bank of Commerce and 
Commerce International Merchant 
Bankers, responding to the banking or 
capital market needs of its clients. 

With an extensive network 
throughout Asia, Sanwa always offers 
highly competent services. 





indonesia Jakarta Representative Office 
P T. Sanwa Indonesia Bank 
P T. Sanwa-BRi Finance 
P. T inter-Pacific Bank 
P T Inter-Pacihic Securities 
The Philippines Rizal Commercial Banking Corporation 
India New Deihi Branch 
Australia Sydney Representative Office 
Melbourne Representative Office 
Sanwa Australia Limited 
Sanwa Australia Finance Limited 
Japan Head Office 
Tokyo Headquarters 
Nationwide Network over 1,000 





Sanwa bankers are working for you everywhere. 
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in the hill states — and then willingly give 
a percentage of their pay in taxes to the 
insurgents. 

Many of today’s mainstream politicians 
were rebels once, and many still maintain 
ties with their former comrades-in-arms. 
“Some leaders like to use the insurgents as 
a pressure group for their own political 
advantage,” says Gangmumei Kabui, pro- 
fessor of history at Manipur University. 
“The emerging Naga bourgeoisie have a 
stake in the insurgency. They say to New 
Delhi: give us more money to solve it. This 
is happening in Manipur also.” 

Another frustration for New Delhi is 
that even as it entices one group of rebel 
leaders into electoral politics, splinter 
groups continue the struggle. For every 
demand granted, be it for statehood or of- 
ficial status for a language, new demands 
arise. The lesson learned by the locals is 
not what Delhi had in mind. The Nagas, 
who have been up in arms since 1946, got 
statehood for Nagaland in 1963 — well 
ahead of the quieter Meitei majority in 
Manipur. “To revolt against India pro- 
duced more gains than being good citi- 
zens," says historian Kabui. 

In pre-colonial times, the Manipur king- 


Hooked on 
Smuggling 


A police inspector recently posted in 
Moreh, the Indian town at the end of 
Highway 39 on the Burma border, says 
he was offered Rs 400,000 (US$12,700) a 
month to ignore the rampant smuggling 
that is the town's mainstay. His subor- 
dinates also begged him not to obstruct 
a business that was boosting their official 
pay-packets as well. 

Much of the smuggling involves 
items that are in short supply or on re- 
stricted import lists in India. Increas- 
ingly, however, Highway 39 is serving 
as a conduit for a more deadly traffic in 
heroin. Eastern India is becoming part of 
an alternative export route for heroin 
from Burmese factories destined for 
Thailand. The drug also serves a grow- 
ing local market of hard-care addicts. 

Both security personnel and anti-In- 
dian insurgents are involved in the drug 
trade, either directly handling shipments 
or allowing them passage along the high- 
way into Assam's Brahmaputra Valley. 
Sources in Imphal confirm that Moreh is 
the area's most important centre for 
heroin transactions, bustling by night as 
Indian buyers meet suppliers from Tamu 
on the Burmese side. 

As a side-effect of the trade, the 


dom based on the wide, rice-growing plain 
around Imphal extended its domain over 
the hills into upper Burma's Chindwin ba- 
sin. The hill peoples were gradually ab- 
sorbed into Manipuri culture. But when the 
maharaja adopted Hinduism in 1704, that 
process stopped. The Meitei plains-people 
declared themselves Hindus of the warrior 
caste, while the Nagas of the hills fell be- 
yond the Hindu pale. Christian mission- 
aries, however, found fertile ground for 
their ministrations among the hill tribes. 
The Nagas adopted Christianity in the 19th 
century, as did the nomadic Kukis, who 
are kin to Burma's Chin minority. 

British rule, after a short war in 1891, 
hardened the split. A British resident, liv- 
ing in the bungalow now occupied by the 
governor, guided the maharaja in Imphal. 
But the British administered the hill areas 
directly. At independence in 1947, the then- 
maharaja acceded to India but transferred 
only limited powers to the Government of 
India. For two years, Manipur had its own 





Meitei festival in Imphal: stirrings of independence. 


number of intravenous drug-users in 
Manipur and Nagaland is shooting up- 
wards. The Indian Council of Medical 
Research, a government body, estimates 
that Manipur has about 15,000 intrave- 
nous drug users. Private groups such as 
the Manipur Voluntary Health Associa- 
tion say the number is more than double 
that, between 30,000 and 40,000. 

At Rs 50a hit, the heroin comes cheap 
for local addicts. With their habit has- 
come a rampant epidemic of HIV infec- 
tion through shared needles. Another 
source of infection is brothels at Tamu 
staffed by Burmese girls who have been 
retired from the trade in Thailand be- 
cause they are HIV-positive. The govern- 
ment says the infection rate among ad- 
dicts is more than 50%. 

Manipur’s rebels have a double stan- 
dard about heroin. They profit from its 
export through the state, but ban their 
own people from using it. Some groups, 
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British-style constitutional monarchy. But 
in 1949 New Delhi merged all the princely 
states into the Indian union. Priyo Brata 
Singh, brother of the last maharaja, believes 
that all the troubles that have ensued in 
Manipur can be traced “to that one act.” 
The Meiteis tend to feel New Delhi has 
kept them down ever since, even denying 
them statehood longer than their Naga 
neighbours. 

Influenced by the success of the Naga 
rebels in winning statehood, a Meitei 
group called the Revolutionary Govern- 
ment of Manipur (RGM) took up arms in 
the early 1960s. Its ranks were made up of 
unemployed graduates and artists who 
wished to restore Manipur's pre-British sta- 
tus. The movement fizzled out in the late 
1960s, and some of its leaders now occupy 
top civil-service jobs in the state. But since 
the late 1970s other rebel groups have 
sprung up to carry the torch first raised by 
the RGM. The strongest in the Imphal val- 
ley is the People's Liberation Army (PLA), 
. Started in 1978-79 and 
led by P. H. Bhorot, 
known as "Chaoren," 
who operates from 
° bases in Bangladesh. 


such as the Peo- 
ple's Liberation 
Army, execute any- 
one found with 
more than a small 
amount of heroin. 

The authorities 
have used a variety 
of police powers to 
lock addicts up. At 
Sajiwa Jail outside 
Imphal, chief war- 
der Eric Ekka esti- 
mates that 300 of his 400 prisoners are 
addicts who have undergone "cold tur- 
key" withdrawal while locked up. About 
20 who have tested positive for HIV are 
kept in a separate ward. But random 
tests of the other prisoners in December 
found 16 out of 20 were positive. 

At a detoxification hostel near Im- 
phal, one young man has not been tested 
at all but is convinced he has Aids. “The 
doctors at the government hospital told 
me that since I was a drug addict, it was 
99% certain I had Aids," he said. 

Ignorance and the unavailability of 
sterile needles are not the only reasons 
why drug-takers put themselves at risk. 
Political alienation in the northeast may 
have produced a suicidal streak in some 
of the young. Some young addicts say 
they know the dangers, but sharing nee- 
dles was part of the emotional experience 


of taking heroin in a group. 
m Hamish McDonald 
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The PLA descends from a Maoist strand in 
the RGM but nowadays it plays down its 
‘Marxist connections, stressing that it wants 
à democratic Manipur. 

"| don't know where it will take us,” 
said one young Meitei graduate close to 
the PLA. “All I know is that I am commit- 
ted to the idea of independence" Histo- 
rian Kabui, who is a Naga, sees a revival of 
Meitei nationalism. "It's fairly deep-rooted 
in their psyche," he says, but questions 
whether they can achieve their aims. "They 
have failed to build up relations with the 
hill people. It's the weakness of the Meitei 
nationalists." 

That weakness cuts off the Meitei rebels 
from the richest pickings in their own state. 
The Imphal plain is rich farmland, and 
most of the civil servants live in the capital 
where they can be taxed. But even greater 
wealth lies in the timber and flourishing 
marijuana plantations of the Naga hills, or 
the goods that flow along Highway 39. 
From Burma comes teak, scented agar 
wood, jade, gems and, increasingly, heroin. 
From India flow items such as bicycles, 
petrol, kerosene, textiles and ironware. 

The National Socialist Council of Naga- 
land faction controlled by general secretary 
T. H. Muivah, who lives mostly in Bang- 
kok, has a firm hold on this trade. Every 
truck or bus moving from Moreh, the free- 
wheeling Indian town opposite Tamu in 
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Burma, where border trade is transacted, 
pays Rs 4,000 (US$128) to the NSCN before 
it reaches Imphal. It pays another tax be- 
fore reaching Dimapur, down in the As- 
sam plain. The NSCN’s base area in Ukhrul 
is also smack on the Burmese border, and 
is used as a transit point for narcotics gangs 
working with corrupt police along High- 
way 39 near Kohima, sources said. 

Of all the rebel groups, Muivah's NSCN 
is the richest and most combat-capable. In 
recent years it has played down the social- 
ist part of its title, and it now uses the slo- 
gan “Nagaland for Christ." For the past 18 
months, however, the NSCN rebels have 
been slaughtering their fellow Christians 
in the Kuki villages of the Manipur hills. 
The Kukis call this "genocide" and “ethnic 
cleansing,” but many observers say the car- 
nage has been the result of an NSCN drive 
for complete control over the smuggling 
junction of Moreh, where many Kuki set- 
tlements were clustered. 

“Basically it is the agar and heroin 
smugglers who started this,” says historian 
Kabui. “It was a conflict between two rival 
gangs of smugglers, but it took a commu- 
nal tone later on.” Governor Nayar sees 
another factor behind the killings: a scram- 
ble for a major share of the Rs 125 million 
the government will soon pay villagers af- 
fected by a new river dam. 

To protect themselves, the Kukis are 
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turning to the security forces. The Kuki 
National Army and its political wing have 
now allied themselves with Indian troops 
in their fight against the NSCN. The security _ 
forces’ help, says a Kuki cadre interviewed 
in a village outside Imphal, is “our only 
advantage.” The Kukis seek a homeland 
inside Burma, he says, and have been prom- 
ised the Kabaw Valley, in the Chindwin 
basin, by the National Democratic Front 
opposed to the Rangoon government. 

“We are fighting for that,” the cadre 
says. "Thats why we have no problem 
with the Indian Government." But the bor- 
der is becoming less of a refuge for both 
Nagas and Kukis. In recent months, the 
Kachin Independence Army has made à 


deal with Rangoon to lie low and withhold — D 


support for outside groups. Meanwhile, 
India has made its own overtures to the 
Burmese junta. In February, New Delhi 


and Rangoon signed agreements to clamp ` 


down on | cross-border insurgent activity. 

Governor Nayar looks into his tea-cup . 
when asked whether India and Burma 
have given each other's forces the right of- 
"hot pursuit" across the border. "There is - 
no formal understanding as such," he says, 
though admitting that in the past there had 
been a "certain amount" of give-and-take 
on the matter. With both India and Burma 
putting the squeeze on them, the rebels 
have their fight cut out. n 
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TRAVELLERS' TALES 





EVERYTHING MUST GO: Those bother- 
some interlopers known as guests have al- 
ways stolen towels and things from hotels. 
Some hoteliers try to pre-empt temptation 
by offering the most commonly nicked 
items for sale. 

This system has now been adopted by 
the Youth Hostel, Shamian Island, 
Guangzhou, I hear from Jean-Luc Ayme of 
Procter & Gamble. 

In the spirit of "socialism with Chinese 
characteristics" (that is, capitalism), the 
hostelry has gone sales-mad, offering a re- 
markably comprehensive list of guest- 
room items for purchase. 

Was the bed comfortable? It's yours to 
take with you when you leave for just Rmb 
680 (US$78.50). "But a bit difficult to stick 
in one's backpack," commented Jean-Luc. 
The washbasin is a bargain at Rmb 300. If 
you buy that, you may like hot and cold 
running water to go with it. You can un- 
screw and take away the electric water 
heater, for just Rmb 500. 

Possibly the most difficult items for 
light-fingered hotel guests to steal are the 
aluminium-framed windows. But there's 
no longer any need to hide them among 
your clothing. Just pay Rmb 300 a square 
metre and walk away with the windows in 
full view of the approving general man- 
ager. 

The price list itself is also for sale, at 
Rmb 5. 

Communism ain’t what it used to be. 





SURGERY AL FRESCO: This picture was 
taken in Burma by William Heinecke, 
chairman of Minor Corp. of Bangkok. | knew 
Space was tight in Burma hospitals, but | 
never realised some patients were treated in 
the grounds. (“Orderly! Shoo those vultures 
away. They're making the patients 
nervous.") 





BOOBED: In December last year, | quoted 
a report by Japanese bra-maker Wacoal on 
the relative sales of bras of different sizes 
in Asia. I received some fiercely critical 
mail from a dozen or so women in journal- 
ism (one a journalism professor) in Taipei. 
I immediately wrote personal letters to sev- 
eral, asking how they would have reported 
the information. I received not one reply. 
Just goes to show the truth of the old 
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French adage: "Art is difficult, criticism is 
easy." 





UNASHAMED: Eric Jome of Pusan read 
this in the Korea Times of March 30: "The 
meeting of citizens and Buddhists was held 
on Saturday at Kuryong-sa in Yangjae- 
dong by the Movement for Pure and Fla- 
grant Life." What is a flagrant life, anyway? 
Does it refer to South Koreans who openly 
admit they are alive? 
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USE YOUR IMAGINA- 
TION: This example of truth 
in advertising (above), sent 
in by Rov Stall of Perth, 
Australia, is from a Bang- 
kok company which should 
be commended for its hon- 
esty. 


SOFT IN THE HEAD: A lit- 
tle knowledge is a danger- 
ous thing, and so is a little 
brain. Japanese companies 
actually pay people who 
speak a modicum of English to sit in 
offices and choose idiotic words and 
phrases such as "My Sweet Life Every Day 
Brings Fresh Wind" to print on blameless 
appliances and clothing. Sometimes the 
results are particularly unfortunate, as 
evidenced by this sweatshirt (above), spot- 
ted in Tokyo recently by Christopher 
Slaughter. 
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FOOT IN MOUTH: Jeremy Grant of the 
Vietnam Economic Times found this pair of 
"American Casual" brand socks in Hanoi. "I 
think this puts cheesy feet into an 
interesting perspective," he said. 
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COTTON. LET'S TRY IT! 
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| WITH SOFTLY TASTE AND 
| COMFORTABLE FEEL. 

| MADE IN VIETNAM 











LIBBERATED: After a public outcry, the 
Hong Kong Government moved some 
young illegal immigrants from an adult 
prison to the social welfare department. 
The redoubtable Libby Wong, secretary for 
health, paid them a royal visit, I am reli- 
di ably informed. One teen- 

age Hunanese girl sat sul- 

lenly in the corner, refus- 
= ing to speak. Mrs. Wong 
T said in Hunanese: “Hello. 
I, too, am from Hunan.” 

The girl broke into a 
smile. "Oh, good," she 
said. "Are you an illegal 

immigrant too?" 

The thought of the 
dowager, expensively up- 
holstered Mrs. Wong leap- 
ing fences and outrunning 
the border police, has had 
other government officials 
writhing on the floor. 









SLOW STARTER: Owens 
Personnel Consultants of 
Hong Kong sent a fax to 
Goldman Sachs (Asia) Ltd., 
recommending a job appli- 
cant called Regina. "Her 
Mandarin is fluent and is 
available within two to three weeks," it 
said. 

Must need time for her voice to warm 
up, | suppose. "n 





Have a tale to tell? Call (852) 508 4382, fax 
(852) 503 1530 or write to GPO Box 160, 
Hong Kong. 
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a body clock still firmly 
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É This 
acquisition of 
naval vessels 

and fighter 
jets has been 
depicted as a 
regional arms 

race. But such 
developments 
are belated 
efforts to 
modernise 
their armed 
forces E 





Naval power: new priorities for Asian countries. 


A New Era of Defence 





Nations shift emphasis from counter-insurgency warfare 


pointed 51-year-old Vice-Adm. Datuk Harun 

Datuk Mohamed Salleh as armed forces head- 
quarters commander, succeeding Lieut.-Gen. Datuk 
Ismail Omar in the tri-services command. The 
choice was uncontroversial and elicited little media 
attention. But it was significant for at least one rea- 
son: the command in the past was almost always 
led by a three-star army general, and Harun was a 
navy man. 

During the long years when Malaysia faced a 
communist insurgency that received moral if not 
material support from China, defence efforts were 
focused inward, on fighting in the hills and jungles. 
With the communist threat now a thing of the past, 
Malaysia is transforming its military from one de- 
signed to carry out anti-guerilla operations to a 
modern defence force whose naval and air compo- 
nents will be capable of defending the country and 
its territorial claims. 

The changed circumstances explain the comment 
by Malaysia's defence minister, Datuk Seri Najib 
Tun Razak, that future commanders of the air force 
and navy might also be considered for the post of 
defence-forces chief. "It has been the practice to 
choose the forces chief from the army because our 
focus was to wipe out the communist terrorist 
threat,” he said. “But our future needs will be based 
on conventional warfare and the top commander 
should not come from only a single service." 

The shift from counter-insurgency to conven- 
tional warfare inevitably means building up air and 
naval forces. Malaysia has given priority to bolster- 
ing its air force, since a conventional war hinges on 
air power. Recently it completed a deal to purchase 
sophisticated jet fighters from the United States and 
Russia. But the Malaysian navy still lacks sufficient 
amphibious ships to become a force-projection fleet. 

In strengthening its navy and air force, Malaysia 
is behaving like other countries in Southeast Asia 
responding to the new challenges of the post-Cold 
War era. With insurgencies largely a thing of the 
past in Southeast Asia and the demise of the Soviet 
Union, the communist threat — external as well as 
internal — has abated. Southeast Asian nations are 
taking advantage of 
the period of relative 
peace that has en- 
sued to build up 
their defences to 
counter any future 
threat. 

Often this new ac- 
quisition of naval 
vessels and fighter 
jets by the countries 
of Southeast Asia has 
been depicted as a 
regional arms race, 
with analysts point- 
ing out that the Asia- 
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Pacific region is the only part of the world where 
defence purchases are growing strongly. But such 
developments are, in reality, little more than be- 
lated efforts by these same countries to modernise 
their armed forces. Military spending is increasing 
more or less in line with economic growth. 

Like Malaysia, Thailand, too, was confronted 
with an insurgency threat in the 1960s and 1970s. 
But the insurgency, led by the illegal Communist 
Party of Thailand, was dealt a crippling blow in 
1979 when China stopped its support in return for 
Thailand's cooperation in getting Chinese arms to 
the Khmer Rouge. The Vietnamese had invaded 
Cambodia, and China and Thailand agreed to set 
aside their differences to deal with what was seen 
as a common enemy: Vietnam. 

Since the early 1980s, the Thai armed forces have 
espoused a conventional-warfare doctrine. Though 
its army probably remains superior to the other 
services, the country has been building up its coastal 
defence navy. In fact, Thailand's acquisition of a 
helicopter carrier provoked criticism from some 
Malaysian defence officials. 

Nonetheless, quite a few of the Asean countries 
are still far from having succeeded in modernising 
their armed forces. Indonesia, which narrowly 
avoided going communist in the mid-1960s, today 
possesses only a modest constabulary navy, not 
even adequate to patrol the waters of the far-flung 
archipelago. And the Philippines is finding it diffi- 
cult to transform its military into an effective con- 
ventional force. For one thing, the country still faces 
a lingering insurgency threat from the communist 
New People's Army and the Moro National Libera- 
tion Front in the south. For another, Manila simply 
cannot afford the costs of modern weaponry. 


any Southeast Asian nations have territorial 
claims against each other. Indonesia and 
Malaysia, for example, have conflicting 
claims, as do Malaysia and the Philippines. It is a 
credit to Asean that these conflicting claims have 
been held in check for the last few decades. 

All in all, the chances are good that the modern 
arms being procured by the countries in Southeast 
Asia will not be used against one another. But it 
would help if these same nations would enhance 
transparency in military matters to allay each oth- 
er's anxieties. The think tanks of the Asean coun- 
tries have proposed various "confidence-building 
measures," including each country's publishing a 

^white paper on defence" to declare its security poli- 
cies openly, and the establishment of a "Southeast 
Asian arms register. Also proposed was the ex- 
change of intelligence information, mutual invita- 
tions to observe military manoeuvres, prior notifi- 
cation of exercises and the establishment of a proce- 
dure for crisis management. One concrete step to- 
wards military cooperation was taken recently 
when Malaysia offered Thailand the use of a naval 
base. * 
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Speeding into changing circumstances: Japan finds its biggest market is in its own backyard. 


The Regional Challenge 


Asia has become Japan's biggest market 


ince the start of the 1990s, there 
has been a subtle but significant 
change in Japan's relations with 
its neighbours, a change driven prima- 
rily by their g growing economic strength. 

In the previous decade, when they 
were flush with cash and snapping up 
properties from London to Los Angeles, 
the Japanese viewed their Asian neigh- 
bours as would-be economic vassal 
states, repositories of cheap labour and 
quotas for exploiting American and Eu- 
ropean markets. In China's case, this per- 
ception was mingled with fear. 

Now, a more humble Japan is realis- 
ing its own prospects are bound up not 
so much with TES 
North America and 
Europe, but with 
Asia, where savings 
rates are strong and 
consumer buying 
power is burgeon- 
ing. "For the last 
two or three years, 
it has become clear 
that the only really 
big emerging mar- 
ket is Asia," says 
Kensuke Hotta, a 
senior managing di- 
rector at Sumitomo 
Bank. "We have to 
reorganise — our 
thinking and our 
resources to effect 
change in the re- 
gion with the most 
opportunity." 

Consider the fol- 
lowing facts: In 1991, Asia surpassed the 
United States as Japan's largest export 
destination. By last year, Japan's trade 
surplus with the region had swelled to 
outstrip its politically tendentious sur- 
plus with the U.S. And this year, for the 
first time, the level of new Japanese for- 
eign direct investment in Asia is likely to 
be greater than its new foreign direct in- 
vestment in the U.S, 

A similar trend can be seen in finan- 
cial flows. In the 1980s, Japanese finan- 
cial institutions plunged headlong into 
lending and securities and debt invest- 
ment in the U.S. and Europe; now, they 
have pulled in their horns and refocused 
their diminished capital strength on ca- 
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By Jonathan Friedland in Tokyo 


tering to Asia's vast appetite for funding. 
Last year, Asia overtook Europe as the 
second most important destination of Ja- 
panese bank loans. Japan's aid pro- 
gramme, now the world's largest with 
annual outlays of US$4.1 billion, is also 
concentrated close to home; 60% of it is 
allocated to the region. 

Then there is the political aspect of 
Japan's relations with its neighbours. Af- 
ter decades of tentative kinship, marred 
by memories of Japan's military ad- 
venturism that contributed to World War 
IL, Tokyo is gradually emerging from its 
diplomatic shell. It is playing an active 
role in the Asia-Pacific Economic Coop- 
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eration (Apec) forum, and is expected to 
host the third summit of Apec leaders 
next year. It helped to establish the 
Asean Regional Forum to take up poten- 
tially contentious regional-security is- 
sues. And it crossed a historical Rubicon 
in 1992 when it committed peacekeeping 
troops to Cambodia. 

Asia's lure to the Japanese can be 
documented in other, more anecdotal, 
ways as well. The hottest market now 
for Japanese electronics companies like 
Sharp or Sony isn't the U.S. but booming 
China. The best place for a young Japan- 
ese broker (not to mention a Japanese 
female university graduate) who wants 
to get ahead isn't London but Hong 
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Kong or Singapore. And the way for a 
Japanese pop star to cut a swath interna- 
tionally isn't to record a single in Eng- 
lish, but in Cantonese or Malay. 

While Asia — including Japan — 
used to be largely dependent on exports 
to North America and Europe to spur 
growth, "what you are seeing is the 
Asianisation of the Asian economies," 
says C. H. Kwan, a senior economist at 
the Nomura Research Institute in Tokyo. 
As Makoto Kuroda, a senior managing 
director of Mitsubishi Corp., sees it, "the 
intermingling of Asian economies is a 
spectacular phenomenon." 

The m will be for the Japanese 
to modify their be- 
haviour to take best 
advantage of the 
situation. One key 
aspect of this is tak- 
ing credible respon- 
sibility for the enor- 
mous damage they 
inflicted on their 
Asian neighbours 
during the 1930s 
and 1940s — a sorry 
point highlighted 
by the recent resig- 
nation of an unre- 
pentant cabinet 
minister and one 
which "is not just a 
case of talking 
about history for the 
sake of history," 
says Australia's am- 
bassador to Tokyo, 
Ashton Calvert 

It also means that the Japanese must 
learn to work with other people as well 
as they work with one another. Before 
the Japanese can even begin to aspire to 
a political-leadership role in the region, 
say analysts, they must convince other 
Asians that they do indeed see them as 
equals. For now, the best place to do that 
is not in regional talking shops like the 
Apec forum, but in the offices and fac- 
tory floors of their burgeoning Asian 
partnerships. 

Here, the Japanese have a long way 
to go. There is, for starters, the language 
barrier and the legacy of war. Then there 
is the hierarchical, seniority-based struc- 
ture of Japanese corporate management 
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which, in many cases, has meant that 
Japanese companies are too rigid to nur- 
ture and keep promising local employ- 
ees. Japanese executives in Asia are all 
too often insular and unable to comfort- 
ably adapt. 

This insularity is one reason why the 
Japanese have failed to establish much 
of a presence in the region's blooming 
service sector, save department stores. It 
also has bearing on why, after decades 
of building "trust" with local customers, 
Japanese financiers have frequently been 
left in the dust by fast-talking American 
carpetbaggers. It is also probably linked 
to the fact that high-handed Japanese for- 
eign investors, like their South Korean 
counterparts, have increasingly become 
the target of strikes by workers ag- 
grieved by low wages and poor working 
conditions. 

"The human factor becomes impor- 
tant when we reach the point where we 
begin wondering what kind of economic 
activity is left within our borders and 
what is on the outside," says Katsuhiro 
Fujiwara, the Asia department director 
of the Keidanren, Japan's umbrella for 
big business organisations. "And we've 
reached that point." 

That point is where Japan can no 
longer afford to maintain its ^full-set 
economy," a strategy in place since the 
Meiji era that called for the domestic pro- 
duction of everything from rice to the 
most sophisticated manufactured goods. 
Mitsuhiro Seki, a professor and author 
who coined the term, argues that Japan 
must come to grips with the prospect 
that a high percentage of its manufactur- 
ing capability will soon be extra-territo- 
rial. “The full-set structure is breaking 
down," he says. "Japan will just hold on 
to niches." 

That may be a bit alarmist, given that 
as of the end of 1992 2, only 6% of Japan's 
manufacturing base was located over- 
seas. But the trend towards offshore re- 
location gathered an enormous head of 
steam in 1993 and early 1994 as the yen 
surged in value against the dollar. And 
while the relocation push is aimed at 
avoiding the high costs inherent in do- 
ing business in Japan and in doing an 
end-run around industrial country tariff 
barriers — just as it was during the last 

major 1985-87 surge of manufacturing 
investment in Asia — this time other ele- 
ments were at work. 

The biggest was the recognition that 
Asian markets — which are expected to 
grow at a pace double that of the indus- 
trial-country average for the remainder 
of the decade (three times that, if Japan 
is excluded) — are where the money is. 
"We'd figure that slightly over 50% of 
current investment in Asia is aimed at 


producing goods for domestic markets 
rather than for export," says Hajime 
Asada, a senior executive at the Bank of 
Tokyo who tracks corporate investment 


. trends in Asia. 


These investments certainly run the 
gamut. Hitachi has set up a joint venture 
in Shanghai to make air-conditioners for 
the sweltering, but newly enriched, 
coastal Chinese. Further south, in Thai- 
land, Suzuki Motors is cranking up mo- 
torbike production with an eve towards 
the burgeoning Indochinese market and 
is readying new investment in Vietnam 
for the same purpose. In Malaysia, con- 
sumer-goods giant Kao has boosted the 
production of basic chemicals derived 
from palm and coconut oil for sale to its 
customers and subsidiaries in Taiwan, 
Indonesia and Thailand. 

Japanese companies are roving fur- 
ther afield as well. After decades of leav- 
ing South Asia to their American and 





European competitors, Japanese firms — 
ranging from Daiwa Securities to Honda 
Motors — are establishing footholds in 

India and Pakistan. “India, i in particular, 
could quite possibly be at the forefront 
of the next stage of investment," says the 


Bank of Tokyo's Asada. 

All in all, “these operations shouldn't 
be viewed by Americans as a kind of 
proxy export base any more," says the 
Keidanren's Fujiwara. They are aimed 
more at local markets and — in many 
cases — at the gradually more accessible 
Japanese market. "It is remarkable what 
has happened," he says. "Finished-goods 
imports now account for more than half 
of our imports from Asia. That's up from 
30% ten years ago." 

Indeed, in 1993 for the first time, Ja- 
pan became a net importer of TV sets, 
refrigerators and video-cassette record- 
ers, most of which were produced by the 
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Asian subsidiaries of Japanese firms. 
That's a far cry from the 1960s and 1970s 
when the big-ticket import items from 
Asia were Indonesian crude oil and Aus- 
tralian iron ore. 

"In the future, don't be surprised if 
we see net imports of ships, iron and 
steel and even automobiles," says 
Nomura's Kwan. Manufacturing, he ar- 
gues, will shrink as a percentage of Ja- 
pan's GDP in a similar, though less dra- 
matic, pattern to that seen in Hong Kong. 
At the same time, again like Hong Kong, 
it will expand as a percentage of GNP, 
which takes in all earnings generated by 
Japanese-owned entities, irrespective of 
their location. 

On no relationship does this phenom- 
enon have greater bearing in the short 
term than that between Japan and China. 
The commitment of Beijing two years 
ago to socialism “with market character- 
istics,” combined with its vast natural 
resources and the increasingly prodi- 
gious buying power of its citizenry has 
made China the object of adoration of 
Japanese corporations of all stripes. In 
the first half of 1993 alone, Japanese for- 


eign direct investment in China in- 


creased by 57.6%, accounting for 4.4% of 
all Japanese new direct investment 
worldwide. 

It is with this relationship, too, that 
Seki's concept of the crumbling "full-set 
economy" has the greatest bearing, for it 
is not only the overseers of screwdriver 
assembly plants, makers of shampoo and 
tie-tacked bankers that are flocking to 
China, but the owners of heavy indus- 
tries that form the backbone of Japan's 
economic might. 

"The domestic supply of key items 
made by the forging, plating and foun- 
dry industry is decreasing because 
young Japanese don't want to do such 
dirty jobs anymore," says Seki. "The only 
places that can supply these materials 
over the long run are the industrial corri- 
dors of Tientsin-Dalian and Shanghai- 
Nanjing." And indeed, Japanese ma- 
chine-tool companies, steel makers and 
chemical firms are busily establishing 
joint ventures in those areas. 

This, predictably enough, has some 
Japanese businessmen worried. For the 
first time in a very long time, there is 
now open discussion of Japan's growing 
economic vulnerability to political forces 
beyond its control and just what to do 
about it. ; 

"We don't have military power. There 
is no way for Japanese businessmen to 
influence policy decisions of other coun- 
tries," says the Keidanren's Fujiwara. 
“This is a difference with American busi- 
ness and it is something Japanese busi- 
nessmen have to think about." a 
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INVESTMENT 


Offshore Attractions 


he first wave of postwar Japanese 
I investors to hit the beach in East 
Asia were resource companies in 
search of a steady supply of oil and met- 
als to feed the industrial might of Japan. 
The second and third were mainly as- 
semblers of clothing and electronics in 
search of cheap labour and market ac- 
cess to the big industrial-country mar- 
kets of Europe and the United States. 

The fourth wave, which began in 1991 
when the yen again began to strengthen 
against the dollar, is different. It is aimed 
for the first time at Asia itself, and most 
particularly, at the potentially giant Chi- 
nese consumer market. China last vear 
supplanted the Asean nations as a group 
as the primary Asian destination of Ja- 
panese foreign direct investment. 

The fourth wave includes a broader 
set of Japanese players, ranging in size 
from a tiny metal-stamping firm in Fuku- 
shima city to industrial behemoths like 
Nippon Steel and takes in businesses 
ranging from video-production com- 
panies to machine-tool makers. It is also 
intensifving the process of integration 
not only between Japan and its "neigh- 
bours, but among the East Asian nations 
themselves. 

Sony's new US$12.5 million cam- 


corder plant in Shanghai is a typical 
fourth-wave investment. The plant 
wasn't set up to take advantage of cheap 
Chinese labour, but because its 150,000- 
unit annual output is aimed at the do- 
mestic market which has prohibitive 
tariffs on video-equipment imports. And 
while components for the camcorders 
will initially come from Japan, "the 
eventual target is to bring in devices 
from our factories in southeast Asia," 
says Tsutomu Sugiyama, a Sony spokes- 
man. 

Also typical is the slew of new Asian 
offices opened up in May by Japan's 
largest advertising agency, Dentsu. Al- 
though it has long had a presence in 
partnership with American agency 
Young & Rubican in Beijing, Kuala 
Lumpur and Singapore, demand from 
Japanese clients in the region has grown 
to the extent that Dentsu needs a second 
set of joint ventures to avoid conflict of 
interest when it, say, represents Toyota 
and Mitsubishi Motors in the same mar- 
ket. 

"There has been a gradual shift in 
Asia's importance to Japanese com- 
panies," says Hisahiko Okazaki, a senior 
adviser at Hakuhodo, Japan's second 
largest ad agency. He adds that it is be- 





ing manifested in a number of different 
ways; from Japanese companies putting 
down roots in many complementary lo- 
cales to the dispatch of higher-level per- 
sonnel to head Asian operations. “It is 
directors that are now going out to Asian 
branch offices, not just managers," he 
says. _ Traditionally, that hasn't been the 
case.’ 

According to Japan’s Finance Minis- 
try, new Japanese direct investment in 
Asia grew from US$5.9 billion in fiscal 
year 199] to US$6.1 billion in fiscal year 
1992 and US$7.3 billion last year. 

Unlike the second wave in 1978-84 
when most of the investment was di- 
rected towards the newly industrialising 
countries of Hongkong, Singapore, 
South Korea and Taiwan, or the third 
wave in 1985-89, when it was directed 
at the Asean nations, the fourth wave is 
emphasising China. In the first half of 
fiscal year 1993, investment there surged 
5876. 

Aggregate new investment in Asia is 
still roughly half the amount of new 
Japanese investment in the U.5., but it is 
growing rapidly while the latter is tail- 
ing off. 

What's more, even setting the appre- 
ciation of the yen against the dollar aside, 
the aggregate figures severely understate 
the growth of Japanese interests in the 
region over the last three years. This is 
particularly true for Indonesia, Malaysia 
and Thailand, say analysts. 

“There is an enormous amount of 
capacity expansion now Bee pee 
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among Japanese subsidiaries and joint 
ventures in the Asean countries," says 
Hajime Asada, a Bank of Tokyo execu- 
tive. But, he adds, because the funding 
for this expansion is usually either — 
from internal resources or local banks, i 
doesn't show up as new Japanese inv e 
ment. 

C. H. Kwan, a senior economist at 
Nomura Research Institute, says Japan- 
ese capital goods exports to Asia are a 
good proxy for the real level of new in- 
vestment taking place in Asean and the 
Asian NICs. 

Indeed, while new investment in 
these regions officially decreased during 
the fiscal 1991-93 period, the dollar value 
of Japan’s exports to these countries 
rocketed. In fiscal 1993 alone, exports to 
Malaysia and Singapore, for instance, 
grew 24% year-on-year. 

What is happening, says Kwan, is that 

“the whole assembly line is being moved 
from headquarters out to the subsidiar- 
ies; that means less parts and compo- 
nents will be exported from Japan.” 

A recent poll of Japanese firms with 
offshore investments in Asia taken by the 
Ministry for International Trade and In- 
dustry bears this out. It found that 88% 
of firms surveyed said they were now 
discussing expansion of their operations 
to China and Vietnam. And 93% said 
they would maintain their existing ca- 
pacity in other East Asian nations if they 
chose to go ahead. 

“If we can cut the yen out of the pro- 
cess, we will be more competitive,” ex- 
plains one executive at a leading Japan- 
ese car-manufacturing company. 

This phenomenon isn't only happen- 
ing within companies either. Sub-con- 
tractors of Japanese companies are in- 
creasingly being told to move offshore, 
usually to Southeast Asia or China's 
Guangdong Province, if they want to 
maintain their contracts. 

"Smaller companies have to look 
abroad for defensive purposes," explains 
Koki Oku, director of the Japan External 
Trade Organisation's office in Fuku- 
shima Prefecture. "Sub-contractors 
nowadays have no choice but to follow 
their parent companies." 

Toshiba, for one, has taken this idea 
to its logical extreme. Last year, it 
brought over its main parts suppliers to 
build an industrial park in Hanzhou 
City, giving it a similar level of support 
as available at its main plant in Kawa- 
saki. This kind of arrangement will be 
happening more and more, suggests 
Mitsuhiro Seki, a professor at Tokyo In- 
formation University. “The Chinese are 
saying unless you bring your parts mak- 
ers rs along with vou, don't bother com- 
ing," he says. m Jonathan Friedland 
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A New Beginning 


apanese officials specialising in 

regional security issues admit to be- 

ing in the dark: which Asian trou- 
ble spots will be selected for discussion 
when the foreign ministers of 18 coun- 
tries in the Asia-Pacific region meet in 
Bangkok in late July? The meeting will 
be the first ever regional multilateral con- 
ference on security issues, and the tricki- 
est problem in setting it up may be de- 
ciding what to put on the agenda. 

But picking the right list of topics may 
not be as important as ensuring that the 
ministers actually meet and — with any 
luck — agree to hold a second multilat- 
eral defence forum in a year's time. Ja- 
panese defence analysts see the Asean 
Regional Forum (ARF) — timed to coin- 
cide with the annual meeting of Asean 
foreign ministers — as an important first 
step towards creating a climate of confi- 
dence in the region that suffers from a 
multiplicity of bilateral tensions over ter- 
ritorial and other issues. 

The fact that ARF includes not just 











Asean and its traditional dialogue part- 
ners but outsiders like China, Russia 
and Vietnam adds to the symbolic im- 
portance of the Bangkok meeting, while 
making it harder to decide what to talk 
about, says a retired senior Japanese 
diplomat. "We can hardly expect the 
Chinese delegation at Bangkok to 
discuss territorial issues in the South 
China Sea with Papua New Guinea. But 
there may be scope for ‘trust-building’ 
measures like exchanges of information 
on defence budgets and troop move- 
ments." 

One Foreign Ministry official says he 
would like to see ARF members agree to 
publish annual white papers on defence 
(a minority do so at present) and join a 
United Nations sponsored scheme for 
the registration of conventional arma- 
ments. Another "trust-building" meas- 
ure could be an agreement to exchange 
information about troop movements 
within member countries. 

Akihiko Tanaka, assistant professor of 
international relations at Tokyo Univer- 
sity, sees ARF as a tentative first step to- 
wards building a supra-national organi- 
sation to handle security issues. "Asia 
has lagged far behind Europe in its will- 
ingness to build common institutions, 
but acquiring the habit of dialogue may 
be a start.” Involving China — poten- 
tially the dominant military power in the 
region — in a regular debate on security 
issues may be particularly important, 
Tanaka thinks. 

“China has been very cooperativ e in 
helping to get ARF started" says a senior 
Foreign Ministry official, "but Russia, 
which has never been an active player in 
regional security dialogues, could be a 
tougher case. The Russians have no solid 
policy towards the region, but we expect 
to educate them." 

Japan's claim to four islands north- 
east of Hokkaido, which were occupied 
by the Soviet Union at the end of World 
War II, will not figure on ARF's agenda, 
but the North Korean nuclear issue may 
well be taken up. One way to handle 
North Korea might be to create a sub- 
regional group composed of the five or 
six counties which have direct interest in 
the problem, which would meet sepa- 
rately from the main Asean forum. 

"We're ready to initiate such a dia- 
logue" says the Foreign Ministry official, 
^put we need first to consult with the 
United States and South Korea." North 
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premesso. polleni: Cambodian test. 


Korea itself might like to join a regional 
security forum says another diplomat 
but that won't be possible until after the 
nuclear issue is settled. 

Japan's guarded optimism about the 
ARF is shared by some of Tokyo's West- 
ern diplomatic community. “We think its 
the right time . . . to start laying down 
markers for some mechanisms [in the 
defence field] that may serve us well in 
future" said Australian Ambassador 
Ashton Calvert. But other analysts note 
that Japan may have an interest in put- 
ting a good face on what remains a ten- 
tative — if not a distinctly doubtful — 
enterprise. 

The notion of adding region-wide se- 
curity issues to the topics discussed by 
Asean and its dialogue partners after the 
annual Asean foreign ministers meeting 
each summer, was first aired in a speech 
at an Asean Post-Ministerial Conference 
by the then-Japanese foreign minister 
Taro Nakayama in July 1991. 

That proposal was "premature," a To- 
kyo-based Southeast Asian diplomat told 
the REVIEW, because the region was still 
nominally divided on traditional Cold 
War lines in 1991, but the collapse of the 
Soviet Union in December 1991 and the 
Cambodian peace agreement changed 
that. "We now have a situation where 
we can start thinking about a multilat- 
eral security structure for the region, 
however tentative." Japan's image in the 
region may also have improved since 
1991, noted the diplomat. 

Senior Japanese diplomats agree with 
the assessment that Japan has more lev- 
erage in Asia today than in 1991. “Ja- 
pan's involvement in the Cambodian 
peace-keeping operation proved that the 
Self-Defence Forces are not the Imperial 
Army," says an official. "Former Prime 
Minister Morihiro Hosokawa also 


" 


helped by saying that Japan committed 
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aggression against its neighbours in 
World War IL. 

"It took some courage to do that [be- 
cause of the possibility of a backlash 
from extreme right in Japan], but its 
probably safe to say that Asians trust us 
more as a result. That doesn't mean they 
have forgotten — or will forget — what 
we did in the war." 

Kiyoaki Kikuchi, a former vice-minis- 
ter of foreign affairs, believes that the ARF 
is too closely identified with Asean and 
thus is off-centre as far as the rest of the 
region is concerned. But Kikuchi's suc- 
cessors in the Foreign Ministry claim that 
it was natural to use the Asean frame- 
work for the first attempt in the region to 
create a multilateral defence framework. 

Foreign Ministry officials believe the 
Asean "angle" may also have appealed 
to the U.S., which opposed attempts to 
build multilateral security structures for 
the western Pacific throughout the early 
and mid-1980s, but finally came round 
to the idea in the later years of the Bush 
administration. 

State Department officials, however, 
were keen from the start, say Foreign 
Ministry sources, and it was not long 
before the U.S. came to accept the idea 
that the Asia-Pacific could develop its 
own security system. © Charles Smith 
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INTERVIEW 


Options for Progress 


J^: Foreign Ministry is not 
noted for its bold diplomatic initia- 
tives, preferring for the most part to 
play a supporting role to the United 
States. But the dynamic growth of Asia 
— partly as a result of Japanese trade 
and investment — has raised some 
pressing questions about where the 
country's long-term interests lie. 
Hisahiko Okazaki, a former Japanese 
ambassador to Thailand and Saudi Ara- 
bia, who has written many books on 
political and strategic issues, discussed 
the options in an interview with the 
REVIEW's Charles Smith. Excerpts: 


Japan's trade with Asia is larger than 
its trade with North America, and is 
growing much more rapidly. Given cur- 
rent trade tensions with Washington, 
what are the implications of this trend 
for Japan's political ties with these two 
regions? 

It's not the case that if we have bad 
relations with Americans, we can give 






up America and look to Asia. Actually, 
in the short term, we have what sou 
might call a shrinking diplometic tal- 
ance: if our relations with the —5S get 
bad, we have to reduce our r2iatens 
with Asia. The decision [whica Japan 
may have to make soon] on whether or 
not to join the East Asian Economuc au- 
cus (EAEC) [proposed by Malaysian 
Prime Minister Mahathir Mohamad is a 
case in point. 

Many people in our government save 
been in favour of telling Malaysia tat 
Japan will join the EAEC if Malevsia 
agrees to cooperate with move to 
strengthen the Asia-Pacific Econemi. Co- 
operation forum [Apec]. That souxded 
like a good idea at one stage, but n«w it 
looks as if it might create further dif3cul- 
ties for our relations with the US. 

[ should add that Japan hesn' be- 
come less dependent on the U.S marxet, 
even though it might look that «av. Be- 
cause of the yen’s appreciation. many 
Japanese companies have shifted pro- 
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facilities to Asia: that has gener- 
ports of plant and equipment to 
ion. But the output from those 
nted facilities often ends up in 
5. So our overall dependence on 
5. market hasn't changed — it's 
at it goes via Asian countries. 


Sa inalysts argue that the bilateral 


tra: pute between the U.S. and Ja- 
pam ming to a natural end, and that 
the pute will soon be multi- 


d in the form of a regional 
Plus. What does this do to Ja- 
itionship with its neighbours? 
-5. is definitely seeking allies in 
ct with Japan. When [British 
inister] John Major visited the 
ntly, the U.S. asked the British 
into their joint declaration a 
at that the two countries’ policies 
; Japan were the same. Japan 
„anything like that. If Tokyo and 
pon quarrel, no one would pre- 
1as a partner. That's because the 
ns are stronger. If you side with 
yu are a loser. 


any sign that Japanese diplo- 





: pi 
Las we nave to think of the U. S 
when we conduct our Asian di- 
keen The main stumbling block is 
nan-rights question in China. The 
for Japan is whether to mention 
humem rights when our leaders meet 
Chinese leaders. Even for the U.S., the 
mas «estion now is whether or not to 
mere human rights to China in a dip- 
lors &c context. 
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Ist japan bound to consider the hu- 
mamn-zehts issue when dispensing aid 
to € Chara? 





'apan's criteria for giving aid, the so- 
called Four Principles, are not like US. 
laws — they're not enforceable. It's just 
tha: vc need to take into consideration 
the ze 5ient country's behaviour under 
eacy sf the four headings. That's cer- 
tair]* been done in China's case, but ap- 

ae they decided not to take any 





relations with China are ex- 


Japans 
trerve* cordial at present — perhaps 
more sc than they have been for a cen- 
tury — vut will they stay that way? Do 

| see China's growing economic and 








ay strength as a threat? — 

ia will be a tremendous country 

wenext 10 or 20 years, even without 
: the Chinese in Southeast Asia 








the region is Becoming more For 





tainly lead to various changes in the rela- 
tionship with Japan. For example, within 
10 vears, the [military] air balance over 
the East China Sea [between China on 
the one hand and the U.S. and Japan on 
the other] will become precarious. 

The Americans used to have 72 F15s 
in Okinawa. Now they have 54, but 
China is reported to be ordering 72 9u27s 
— equivalent to the F15. If they acquire 
all of them then, on that simple compari- 
son, the Chinese air force will be supe- 
rior to the American air force in 
Okinawa. Of course Japan has 170 F15s 
and Taiwan has ordered 150 Flés. But 
these changes have taken place only in 
the past three years. By 2004, when the 
U.S. will start remodelling the F15, I 
think the Chinese may have air superior- 
ity over the East China Sea. 


What issues could cause trouble be- 
tween Japan and China? How about the 
disputed Senkaku islands [in the East 
China Sea, north of Taiwan], for exam- 
ple? 

China wants to shelve the Senkaku 
issue, but that's normal practice for a 
country which is growing in strength. 
‘ample, when Russia came to 
3island in the 19th century, there 

~ Russians, only Japanese. But the 
Russians persuaded Japan to agree that 
Sakhalin was an undetermined territory. 
That turned out to be to Russia’s advan- 
tage because Russia was a growing 
power. 

China hopes to gain possession of the 
Senkakus eventually, but it doesn’t want 
to fight a war. When China has over- 
whelming power, it will just politely ask 
Japan to give up the SR That's the 
ideal situation for China. The same thing 
could happen with the Spratleys [islands 
in the South China Sea]. 








Since the beginning of 1994, Japan has 
begun to re-write its basic defence- 
policy document. How will that process 
be influenced by the expansion of Chi- 
nese power? 

There's no direct relationship be- 
tween Chinese power and the decision 
to revise the basic defence-policy docu- 
ment. The defence review was ordered 
by [former Prime Minister Morihiro] 
Hosokawa, and Hosokawa's philosophy 
was very simple: “The entire world is 
now disarming — therefore we should 
reduce our arms expenditure." Accord- 
ing to him, the "entire world" means the 
Americans and Europeans." But he's 
now gone [ and a more defence-oriented 
cabinet has taken over]. I don't think 
Hosokawa's philosophy will be pursued 
in the work of revising the defence pos- 
ture. E 


et M 


FAR EASTERN ECONOMIC REVIEW © | 


COOPERATION 


The Politics of 
Economics 


By Charles Smith in Tokyo 


hich organisation has members 
who comprise 4095 of the 
world's population and account 
for 50% of its economy, but boasts a cha- 
meleon-like ability to change its shape 
and colour and is not even sure about 
what to call itself? Answer: the Asia-Pa- 
cific Economic Cooperation (Apec) fo- 
rum. 

Formed in 1989 at the suggestion of 
former Australian Prime Minister Bob 
Hawke, with enthusiastic support from 
Japan's Ministry of Intemational Trade 
and Industry (MtrI), Apec has become a 
symbol of the Pacific Basin's uneasy re- 
sponse to the prevailing global fashion 
for economic regionalism. 

“Apec started out as an attempt to 
build an ‘open trading group’ at a time 
when we weren't sure the Uruguay 
Round would be successful,” says Tsu- 
tomu Handa, a divisional director in 
MITI'S International Trade Policy Bureau. 

“We also wanted to bridge the East-West 
gap and pull the United States more into 
Asia." 

Apec's founders were more success- 
ful in drumming up support for their 
plan than even the optimists expected. 
Dy the time of the third Apec ministerial 
meeting, in Seoul in 1991, the member- 
ship list included not only the main free- 
enterprise economies in North America 
and North and Southeast Asia, but also 
China, Taiwan and Hong Kong. 

Having got the organisation off to a 
flying start, though, Mitts strategists 
found themselves confronted with two 
very different notions of what Apec 
should be. 

Asian members of the 17-country or- 

ganisation favour a free-wheeling organi- 
sation bound by the fewest possible 
regulations, whose members would “en- 
courage” each other to liberalise trade 
and investment, without conducting for- 
mal negotiations. 

Apec’s “Western” members, includ- 
ing the U.S. and Australia, have advo- 
cated a tougher and more formalistic 
approach, 

Differences between the two schools 
were apparent at the November 1993 in- 
formal summit of Apec leaders in Seat- 
tle, when the U.S. proposed making the 
"C" in Apec stand for "Community" in- 
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stead of "Cooperation." In the end, the 
U.S. had to settle for a form of words 
which referred only to "a community of 
Asia-Pacific economies" (with a small 
"c"). But Japanese trade specialists say 
the U.S. still achieved some of its most 
important aims for the summit. 

A summit statement pledging that the 
Asia-Pacific region would "lead the 
way" in completing the (then undecided) 
Uruguay Round of Gatt-sponsored 
trade-liberalisation talks left some Asians 
uneasy, but a Japanese academic who 
has helped to chart Tokyo's strategies to- 
wards Apec says Europe was impressed. 

A less-publicised outcome of the Seat- 
tle meeting was the publication of a 
document setting out long-term aims for 
Apec by an "Eminent Persons Group" 
representing 11 of Apec's 17 member 
countries. Allegedly based on a "unani- 
mous agreement" of individual mem- 
bers, the report in fact leant towards the 
U.S. view of where the organisation 
should be headed by stressing concrete 
objectives, such as the need to work out 
an investment code and dispute-settle- 
ment procedure for the region. 

The Eminent Persons Group, now ex- 
panded to 17 members, was given a sec- 
ond term at the Seattle meeting, ostensi- 
bly to harden up proposals for imple- 
menting the targets outlined in its first 
report. In fact, say insiders, some Apec 
members were dissatisfied with the first 
report. Issues which were left unresolved 
included the crucial question of how to 
define the concept of “open regionalism” 
— an ideal to which all Apec members 
have given lip service, but whose mean- 
ing remains vague. 

Another tricky issue skirted by the 
eminent persons was that of determining 
the relationship between Apec and the 
North American Free Trade Area (Nafta), 
three of whose members — the U.S., 
Canada and Mexico — are also members 
of Apec. A majority of Apec’s Asian 
members, says one source, want to use 
Apec to "monitor" Nafta and prevent it 
discriminating against non-members. 

The U.S. idea, on the other hand, 
seems to be to extend Nafta gradually to 
include most of Apec’s membership, so 
that the two organisations will ultimately 
become synonymous. While most Asian 
governments are opposed to this, at least 
two — those of South Korea and Singa- 
pore — have announced their intention 
to apply for Nafta membership. 

Japan's position in the great debate 
on where Apec should be headed ap- 
pears more complex — or possibly con- 
fused — than those of most other mem- 
bers. The Ministry of Foreign Affairs 
(MoFA), which shares responsibility 
with MITI for conducting relations with 
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Apec, claims to be strongly committed to 
"preserving Apec's consultative nature" 
and avoiding what officials call "artifi- 
cial attempts to build a community." 

"The Asia-Pacific region has achieved 
de facto integration without the help of 
formal institutions like the European 
Union," a MoFA official told the REVIEW. 
"All we have to do is to encourage that 
to continue." 

On the other hand, some Japanese of- 
ficials see dangers in allowing Apec to 
evolve at its own pace on the basis of 
consensus among member states. "We 
need rules and regulations so as to en- 
sure transparency" says Takeshi Isa- 
yama, the senior MITI official in charge of 
Apec affairs. 

Ippei Yamazawa, a professor of Eco- 
nomics at Hitotsubashi University who 
is a member of the Apec Eminent Per- 
sons Group, suggests that it may be pos- 
sible to evolve an "Apec style of negotia- 
tion" by combining free consultation 





Offshore joint venture: open regionalism? 


among members on economic and trade 
issues with "peer pressure" for the open- 
ing of markets. 

Optimists like Yamazawa believe that 
Asian countries have shown a talent for 
"autonomous liberalisation." Clinton ad- 
ministration officials, who believe that 
the revival of the U.S. economy depends 
on securing a guaranteed position in 
Asian markets for U.S. companies, may 
be unwilling to trust anything so nebu- 
lous. 

While deliberately fudging the issue 
of how to conduct trade negotiations in 
Apec, MITI officials are emphatic about 
the organisation's value as a vehicle for 
promoting regional economic growth. 
"We always believed in a two-track ap- 
proach for Apec,” says Mrri's Handa. “In 
other words, the idea was always to 
combine trade and investment liberalisa- 
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tion with promoting growth in the re- 
gion.” 

Under "track two," MITI advocates 
working out a common energy policy as 
the prelude to large-scale investments in 
such things as gas pipelines, and coal- 
transport facilities in China and Aus- 
tralia. "We may need to spend US$500 
billion between now and 2010 to ensure 
that energy supplies match projected 
Apec growth rates" says Isayama. 

MITI's energy initiative may be neces- 
sary and timely, but some analysts see 
another side to the ministry's moves. By 
masterminding A pec activities in the en- 
ergy field — and in other areas such as 
the promotion of small- and medium- 
sized manufacturing industries — MITI 
may be seeking the chance to do for Asia 
what it did for Japan in the 1960s and 
1970s, when bureaucratic guidance of the 
economy was in its heyday. 

Scepticism about A pec is, not surpris- 
ingly, common among Japanese Asia- 
watchers, including some former bureau- 
crats. “I don't expect it to go far,” says 
Kiyoaki Kikuchi, a senior adviser to Mat- 
sushita Electric who served as the For- 
eign Ministry's Vice-Minister for Eco- 
nomic Affairs in the early 1980s. Kikuchi 
sees Apec largely as an attempt by the 
U.S. to impose an open trading system 
on Asia — "a second Open Door policy 
recalling the U.S. attempt to open China 
to Western trade and investment in the 
18905." 

If Apec has a broader meaning for the 
region, it may be largely political, specu- 
lates Kikuchi. “The fact that top leaders 
from 17 Asia-Pacific countries met in 
Seattle last year (and will meet again in 
Jakarta this autumn) must mean some- 
thing, even if concrete results were lim- 
ited.” 

Akihiko Tanaka, an associate profes- 
sor of international politics at Tokyo Uni- 
versity, who was a member of a MITI- 
sponsored brains trust on regional inte- 
gration in the late 1980s, agrees in stress- 
ing the political angle. 

“We need to create bilateral and mul- 
tilateral institutions to ensure peace in 
Asia” he told the REVIEW “But we also 
need to create institutions that have a 
low possibility of failure.” 

Apec is not supposed to be “about 
politics” admits Tanaka, but he notes that 
the Asian leaders who met in Seattle last 
November spent part of their time talk- 
ing about the need for stable trilateral 
relations between Japan, China and the 
U.S. “If China is happy with this ap- 
proach — as it seems to be — and if the 
U.S. can be persuaded to take things a 
little more slowly, we may have an or- 
ganisation that’s worth preserving, what- 
ever the differences over trade.” u 
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The U.S. embargo has been lifted. Money and people are flooding in. The world sees a 
nation of promise and risk. There'll be winners and losers as startling changes take place 
in Vietnamese society, business and politics. “Vietnam Notebook” by Murray Hiebert, 
Vietnam Bureau Chief for the Far Eastern Economic Review, includes 38 articles on 
doing business plus advice and information on visiting Vietnam today. 
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After a 15-year blackout, Dream of Dunhuang is brought to the stage by the Russian State Ballet. 
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Cross-Cultural Ballet 


Chinese epic is performed by Russian troupe in Taiwan 


By Douglas Habecker in Taichung 


hen Chinese choreographer Chen 

Min and her composer friend, 

Huang An-lun, choreographed 

and wrote Dream of Dunhuang in 1979, they 
expected that the epic ballet about two lov- 
ers lost in China's Dunhuang caves would 
be staged in Beijing. Here's what hap- 
pened, instead: Dream of Dunhuang 
banned by Chinese authorities; Chen and 
Huang emigrated to Canada, and for 15 
years the piece never saw the light of day. 
Now, in a cross-cultural effort that 
would have been unthinkable several years 
ago, Dream of Dunhuang has finally been 
brought to the stage. Funded with Taiwan- 
ese money and accompanied by the Tai- 
wan Symphony Orchestra, the Russian 
State Ballet performed the piece on April 
14 in Taiwan's third-largest city, Taichung. 


Was 


That the Taichung performance, one of 
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IU staged in five Taiwanese cities, received 
positive reviews is hardly surprising. Be- 
yond its status as a world premiere, Dream 
of Dunhuang marked the first time a Rus- 
sian dance troupe had performed a Chi- 
nese ballet. The spectacle of a Russian bal- 
lerina combining classical ballet techniques 
with a traditional Chinese “Water Sleeve” 
dance thrilled the audience, as did the sight 
of a pas de deux executed before the back- 
drop of an enormous Buddha. 

The unlikely combinations were the re- 
sult of an international effort initiated two 
years earlier when Chen Cheng-hsiung, 
conductor of the Taiwan Provincial Gov- 
ernments Taiwan Symphony Orchestra, 
put up US$650,000 for the production. 
"Dream of Dunhuang is absolutely the best 
ballet in the world between now and the 
21st century,” he says of his decision. 

While such praise remains a matter of 
opinion, Vyatcheslav Gordeyev, a former 


Bolshoi star and now a choreographer and 
director, was also impressed. He agreed to 
have his Moscow-based Russian State Bal- 
let perform Dream of Dunhuang. "I chose 
this ballet,” he says, because “it’s a very 
interesting, international work and unusual 
for my country. .. . It was the first time 
working with a Chinese choreographer 
and I'd never seen a Chinese ballet.” 

The cross-cultural aspect of Dream of 
Dunhuang did not end with Russia and Tai- 
wan, however. In a sign that the ballet is 
knocking down further cultural barriers, 
authorities in Beijing have reversed their 
1979 decision to ban the piece and have 
extended an invitation to the Russians and 
[aiwanese to perform in China next year. 
segments of the ballet will also be staged 
in North America this summer. 

But for all its recent successes, Dream of 
Dunhuang has not been without setbacks. 
One was its failure to perform in Taipei. 





Officially, the National Theatre, the Tai- 
wanese capital's prime venue, and other 
sites were booked, but Chen Min and 
Huang claim that the real reason their 
work was never staged in Taipei was jeal- 
ousy and their status as outsiders. 

As evidence, Chen Min says than while 
she and her husband, a Canadian diplo- 
mat, were stationed in Taipei from 1990 to 
1992, she felt the disapproval of some local 
dance department heads, many of whom 
sit on the decision-making committee of 
the National Theatre. Her ballet was given 
low priority by the theatre as retribution, 
she believes. 

Luo Man-fei, head of the dance depart- 
ment at the National Institute of the Arts 
and a member of the dance 
committee at the National 
Theatre, disagrees. “I’ve never 
heard of a thing like that," she 
insists. “The best of national 
and international groups . . . 
are competing to perform 
here. Other groups also claim 
the same concerns as Chen 
Min. We don't say yes you can 
come or no you can't. It's just 
a matter of priority." 

Disputes and rivalries 
aside, audiences have enjoyed 
Chen Min's two-hour story, 
set mainly inside the famous 
Dunhuang caves of China's 
Xinjiang region. Dancing 
against the lavish, im- 
posing backdrops de- 
signed by Russian Igor 
Nejnyi, the 38 dancers 
have portrayed a pan- 
theon of exotic charac- 
ters, including mythical 
jialing birds, feather 
men, the gods of wind, 
kings of heaven, Indians 
and Romans. 

Chen Min says she 
was inspired to write 
the ballet in 1979, when 
she visited the famous 
cave murals of Dun- 
huang and was deeply 
affected by what she 
saw — gods, warriors, 
spirits, fairies, saints and 
other characters from 
Buddhist legends. She 
then persuaded Huang, 
a friend from childhood, to write the score. 

Together, the team seemed sure to pro- 
duce a winning ballet. One of China's first 
generation of ballet dancers, Chen Min had 
studied with masters from the Kirov Ballet 
and had worked for 18 years as a choreo- 
grapher and soloist with Beijing's Central 
Ballet. Huang, for his part, had received an 
award from Beijing authorities for the best 
Chinese composition of the 20th century, 
and had been working with the Central 


JUNE 9, 1994 





A scene from Dream of Dunhuang. 


Opera in Beijing. 

Despite the pair's credentials, authori- 
ties in Beijing were not convinced. Failing 
to see revolutionary merit in Dream of Dun- 
huang, they blocked the ballet's production. 
“My subject is love, not revolution,” ex- 
plains Chen Min of the ban. "They called 
me a counter-revolutionary." 

It was not the first time Chen Min had 
been labelled as such. The energetic 60- 
year-old had in the early 1960s experienced 
run-ins with Mao Zedong's wife and self- 
appointed cultural tsar, Jiang Qing. The re- 
sult: Chen Min and her family were jailed 
and sentenced to years of hard labour in 
rural work camps during the first half of 
the Cultural Revolution. 






Gordeyev, Chen Min and Huang after the premiere in 
Taichung. 


Disillusioned follow- 
ing Beijing's 1979 deci- 
sion not to stage Dream 
of Dunhuang, Chen Min 
immigrated to Canada 
in 1981, where Huang 
had moved a year ear- 
lier. Since then, she has 
choreographed, taught 
and studied with a wide 
range of masters, dance 
troupes and schools, in- 
cluding the Martha Gra- 
ham School, the Juilliard 
School of Music, the 
Joffrey Ballet School, the 
National Ballet of Can- 
ada and the Beijing 
Dance Academy. 

With Dream of Dun- 
huang finally playing on 
stage to packed houses, 
Chen Min is now working on the Puccini 
opera, Turandot. And she is still pondering 
China's invitation to perform Dream of 
Dunhuang in Beijing. If she accepts the of- 
fer — completing a full circle for her and 
Huang — opening night, even if 16 years 
late, will signal more than the public's ac- 
ceptance of her work. * 
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Douglas Habecker is a correspondent for The 
China News, based in Taichung. 
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DIVERSIONS 


Equine 
Gladiators 


Horse-fights draw 
Filipino gamblers 


By Rigoberto Tiglao in Surallah, South 
Cotabato 


F 


orget traditional cockfights. Forget 
annual fiestas. In the countryside sur- 
rounding this Southern Philippine 
town, horse-fighting is the name of the 
game. 

But horseplay this isn't. The contest pits 
sex-starved stallion against sex-starved 
stallion in a battle, well, for sex. The fight 
begins when the horses — fed for months 
on a secret diet to heighten their libidos — 
are brought into a large outdoor ring, in 
the centre of which stands a mare. As the 
stallions approach the mare, they act like 
wild, even crazed broncos. Their sexual ex- 
citement becomes obvious. 

If one stallion gets too close to the mare, 
his rival protests. The result: a vicious fight, 
cheered on by hundreds of villagers who 
pay P5 (18 U.S. cents) each to watch. As 
the fight progresses, the screaming horses 
— their manes flowing behind them — 
stand on their hind legs like giant gladia- 
tors. Displaying amazing skill, they use not 
only their hind and front legs for combat, 
but their teeth as well. 

Although some battles can last as long 
as one hour fight organisers maintain the 
contests never continue to the death. A 
typical encounter ends when one horse, 
unable to take the kicking and the biting, 
flees the ring in panic. 

But the battle — on which some specta- 
tors bet up to P100,000 — doesn't end 
there. After chasing the vanquished from 
the ring, the victor turns his attention to his 
prize. He marches proudly to the centre of 
the ring, where another fight erupts as the 
mare, resisting wildly, kicks the stallion 
with her hind legs until, after several at- 
tempts, she is mounted. 

Cruel though it may be, nobody in the 
region seems to protest against horse- 
fighting, nor do many spectators see any- 
thing wrong with it. That is hardly surpris- 
ing in South Cotabato. Say some observers: 
in southern Mindanao — the site of bloody 
confrontations between Muslims and 
Christian vigilantes in the 1970s — horses 
fighting each other is better than people 
fighting each other. E 


Rigoberto Tiglao is a Review correspondent 
based in Manila. 
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Abortions for the Masses 


A Mother's Ordeal: One Woman's Fight 
Against China's One-Child Policy 

by Steven Mosher. Harcourt Brace, 
New York. US$21.95. 


When Steven Mosher, a doctoral stu- 
dent in anthropology at Stanford Univer- 
sity arrived in China in 1980, he was "fa- 
vourably disposed toward the Communist 
revolution." Nine months later, his views 
took a U-turn. Mosher, one of the first 
American scholars permitted to do field 
research in China, became emotionally in- 
volved with victims of the one-child policy. 
In a Taiwan newspaper article, he de- 
scribed how women were herded into clin- 
ics to have mandatory abortions. Beijing 
warned that Mosher had jeopardised Sino- 
American scholarly relations and in 1983, 
Stanford expelled him from its 
Ph.D programme. Family plan- 
ning became fodder for his first 
book: Broken Earth: The Rural Chi- 
nese. 

Mosher returns to the subject 
in A Mother's Ordeal, this time in 
the first-person narrative of Chi 
An (not her real name), a nurse 
who is both enforcer and victim 
of the one-child policy. Adum- 
brated by Deng Xiaoping in a 
1979 speech, the policy was in 
place nationwide by 1981. Failure 
to comply brought public criti- 
cism, heavy fines, job demotions 
and the denial of food coupons. 
By the mid-1980s, abortions, 
sterilisations and IUD insertions 
averaged some 30 million a year. 

Chi An was the daughter of 
an engineering student. She de- 
scribes her childhood and adolescence dur- 
ing the Great Leap Forward and the fam- 
ine that followed. She writes of her years 
as a Red Guard in the propaganda depart- 
ment of the Shenyang Medical College 
where she studied nursing and describes 
how her passion for Chairman Mao led her 
to publicly denounce the university presi- 
dent, Fang Kai, who she struck in the face 
during a public meeting. 

Chi An first carried out birth control 
measures On peasant women in the coun- 
tryside. “We would work very fast — one 
four-inch incision in the lower abdomen, 
clamps to hold it open, the bladder flipped 
up out of the way, left and right fallopian 
tubes severed, the several layers of muscle 
and skin sutured back together and then 
on to the woman on the next table. ‘This is 
like spaying sows or cows,’ the doctors 
used to joke coarsely.” 
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The most unsettling descriptions are of 
late-term abortions, often in the final 
month of pregnancy and sometimes even 
at birth. One doctor at Beijing Hospital No. 
4, where she trained as an abortionist, 
would inject formaldehyde into the soft 
spot on the baby’s head as it emerged from 
the womb. If that failed, he would “reach 
in with forceps and crush the baby’s skull. 
Then he would remove the broken body 
piecemeal.” 

As a family planning nurse in the 1980s, 
Chi An was responsible for meeting birth 
quotas at the Liaoning Truck Factory. Rep- 
resentatives of the women’s federation, an 
arm of the communist party, tracked em- 
ployee’s men- 








strual cycles and 
contraceptive methods. If 
twice pregnant, women were 

criticised in struggle sessions and 
holdouts locked in a storeroom until they 
agreed to “remedial measures.” Desperate 
to meet her quota, Chi An even turned ina 
friend who was in hiding and about to go 
into labour. “I locked her up with a new 
group of a dozen or so holdouts . . . Sepa- 
rated from their husbands, bullied into 
submission, so distraught that they were 
often unable to eat and sleep, I led them 
one by one to the clinic as they wept." 

The book refers to infanticide against 
baby girls and stories of women who flee 
from the authorities and ' 'give birth on the 
run." Chi An, who is forced to have an 
abortion, signs a one-child agreement 
when the party threatens to withdraw her 
husband's scholarship to study abroad. 

Mosher does not conceal the baser side 
of Chi An's personality. While she shows 
some signs of remorse, she had become 
hardened: "My sympathy soon gave way 
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to irritation. Why couldn't they understand 
that we clinic workers were not personally 
responsible for our actions . . . Besides, | 
too, had been compelled to have an abor- 
tion ... Why should anyone be allowed to 
have more children than I?" When Chi An 
becomes pregnant a third time after join- 
ing her husband, a scholarship student, in 
the United States, she receives threatening 
letters from officials at home ordering her 
to terminate her pregnancy. With Mosher's 
help, the couple win asylum in 1990. 

While A Mother's Ordeal offers a unique 
insider's portrait of birth control in China, 
it is difficult to tell how much of the text 
comes from the translated words of Chi 
An and how much from Mosher's own 
pen. Her criticisms of China watchers, for 
example, bear a striking resemblance to 
those in Mosher's book — China 
Misperceived: American Illusions and Chinese 
Reality — in which he argues that many 
sinologists fail to present a balanced pic- 
ture of China. 

Whatever one's politics on abortion or 
China's one-child policy, however, for those 
with a taste for modern Chinese history 
and a stomach that can weather graphic 
medical descriptions, A Mother's Ordeal is 

compulsory reading. m Trish Saywell 


Trish Saywell is a writer based in Hong Kong. 





india Adds Up 


The Inevitable Billion Plus edited by Vasant 
Cowarikar. Vichar Dhara Publications, Pune. 
Rs 275. 


Despite the apocalyptic note in the title 
of this volume, its editor and principal con- 
tributor has some good news to deliver. 
Vasant Cowarikar forecasts a dramatic 
slowdown in India's booming numbers in 
the next decade. By the year 2001, when 
another national census is due, the popula- 
tion growth rate will have dropped to 
1.42% from the 2.14% per annum recorded 
for the 1981-91 decade. 

chemical engineer by training, 
Gowarikar was associated with the Indian 
space programme before being appointed 
Scientific Advisor to Prime Minister P. V. 
Narasimha Rao (1990-92). In the mid-1980s, 
he designed the accurate Monsoon Model 
for forecasting the behaviour of Indian 
monsoons. In 1992, as president of the In- 
dian Science Congress, he turned his atten- 
tion to Indian demography, addressing the 
thesis that there is no escaping the unenvi- 
able prospect of having a billion Indians 
by the year 2000. In 1992, data from the 
1991 national census started pouring in and 
provided him with new insight. 

India has undergone the first phase of 
its demographic transition — Gowarikar 
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argues — the results of which will appear 
in the second phase now under way. The 
"stability" of the Indian population in the 
first few decades of this century (when a 
detailed census was introduced) was the 
result of high birth rates accompanied by 
equally high death rates. But from the 1931 
census onwards the gap between the two 
began to widen. With improvements in 
health care, death rates began to decline 
far more sharply than birth rates, and the 
huge gap between the two manifested it- 
self as a bulging curve. 

Thus, while the crude birth rate (CBR) 
fell from 46.4 to 37.2 per thousand between 
1931 and 1981, the crude death rate (CDR) 
dropped far more sharply from 36.2 to 15 
per thousand during the same period. The 
1991 national census recorded further de- 
clines to 29.9 in CBR and 9.6 in CDR. 

Equally significant, death rates vary 
within a narrow band among Indian states 
(ranging between 6 in Delhi and Kerala to 


Lost Seeds 


Plants and People of the Golden Triangle: 
Ethnobotany of the Hill Tribes of Northern 
Thailand by Edward F. Anderson. 
Dioscorides Press, Portland, Oregon. 
LIS$69.95. 

The forests of Thailand are disappearing, 
as any air traveller can attest. In satellite 
photos, Thailand is a white expanse 
neatly outlined by the red that denotes 
forests on its borders. A joke making the 
rounds in Bangkok is that if a Thai finds 
himself in a forest, he has probably gone 
abroad. It is estimated that at the begin- 
ning of this century more than 75% of 
northern Thailand was covered by for- 
ests, including the famous teak; today 
that figure is less than 30% and decreas- 
ing rapidly. 

There is a concomitant cultural loss: 
the forests provided highland people 
with much of their traditional food, 
clothing, shelter, medicine, stimulants, 
tools, utensils and links to ancestors and 
spirits — even bamboo knives to cut the 
umbilical cord and coffins to be buried 
in. Today, as the forests recede, it is more 
difficult to hunt, to find construction ma- 
terials and medicinal plants, to fallow 
slash-and-burn fields to allow the soil to 
regain its fertility. 

Dr. Edward F. Anderson, a botanist 
at the Desert Botanical Garden in Phoe- 
nix, is helping preserve the plant wis- 
dom and experience of six highland cul- 
tures in Thailand. His book is an engag- 
ing, non-technical, ethno-botanical over- 
view accompanied by 200 striking 


photographs. 
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13.8 in Madhya Pradesh). The national av- 
erage CDR has already dropped to 9.8, 
which compares favourably with that in 
developed countries with stable pop- 
ulations. In other words, Gowarikar ar- 
gues, while the decline in the death rate is 
about to hit a trough, birth rates will con- 
tinue to go down — narrowing the gap 
between the two. 

Based on these projections, he predicts 
that India will “reach the threshold” of a 
net reproductive rate of one by 2003, and 
that India’s population will move towards 
stabilisation at 1 billion plus after that. 
These projections, he cautions, do not take 
into account such factors as trans-border 
migration, especially the estimated 2 mil- 


A Karen makes roofing from leaves. 


The plants treated in detail include 
rice (the staple and a link to the spirit 
world), opium, bamboo, plants that 
yield fibres and dyes, construction ma- 
terials, medicinal plants, pl 
plants (flowers, betel nut, tobacco, 
plants used in ing liquor, toys and 
musical instruments) and those used for 
dealing with the spirit world. There is a 
40-page master list of plants and their 
uses — no mean feat in a multilingual 
area where ethnic groups apply a com- 
mon name to several related species, 
and where one species is known by sev- 
eral names. 

Nearly 700 plants are used by high- 
landers for medicinal , but to- 
day fewer locals know their traditional 
uses and they are becoming harder to 
find. Opium, previously used to combat 
pain, intestinal problems, tuberculosis 
and psychological problems, is now 
used to escape the discriminatory prac- 
tices that highlanders encounter as their 
world is invaded by outsiders. 

For example, the Thai Government is 
increasingly following a policy of assimi- 
lation, especially through the educa- 
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lion Bangladeshis who have poured into 
India in recent years. 

Gowarikar attaches much significance 
to crossing the 1 billion mark by 2000 (as 
forecast by conventional demographers) or 
a couple of years later. "The difference is 
too critical to be ignored," he warns. Con- 
sequently, he questions another conven- 
tional formulation by maintaining that the 
Indian population will not surpass China's 
as predicted by many. Demographic 
stabilisation will set in before that. 

The Inevitable Billion Plus is the outcome 
of Gowarikar's extensive interaction with 
demographers since his Science Congress 
address. He emphasises that a "science- 
population connectivity" exists in ways 
similar to the Monsoon Model. If weather 
“has a memory," he insists, so does soci- 
ety. m M. K. Tikku 


M. K. Tikku is assistant editor of The Hindustan 
Times in New Delhi. 


tional that uses the Thai lan- 
guage and Buddhist lowland values — 
both alien to traditional highlanders. 
Tourists who come to gawk, rather than 
interact, also disrupt daily life, humiliate 
highlanders by their insensitive actions 
ity. 

The author is a better botanist than 
peius id He quotes a source that 

claims a typical farmer devotes 165 days 
a year to rice cultivation, but this could 
only apply to the few highlanders who 
specialise in rice. He claims that the hill 
tribes do not use opium seeds for food, 
but at least one group, the Lisu, do so. 
He relies on farmers’ guesses for uc- 
tion of opium per land-unit, when in fact 
there are precise studies 
of production per land-unit, labour-unit 
or seed-input for several groups. 

But this book is to be applauded for 
making clear that tribal people can con- 
tribute significantly to conserving the for- 
ests of northern Thailand and the trea- 
sures they contain. Anderson makes two 
practical s ions for ing envi- 
ronmental and cultural destruction: de- 
velop the concept of botanical preserva- 
tion areas inherent in such native beliefs 
as holy hills and tree renewal ceremo- 
nies; and involve tribals in reforestation 
and forest preservation projects. 

Hopefully, growing economic pros- 

ty and environmental awareness in 
alities — though no one should hold 
their breath. m Alain Dessaint 


Alain Dessaint is Asian Specialist for the Busi- 
ness Council on International Understanding 
at American University, Washington, D.C. 
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Japanese banks in Hong Kong: too dependent on Japanese customers for business? 





BANKING 


Japan's big manufacturers may play a significant role in Asia, 
but the country's banks and brokers are having a hard time 


competing with American firms. 


By Jonathan Friedland in Tokyo and 
Henny Sender in Hong Kong 


suneo Ikeda is troubled. The senior 

managing director of Sakura Bank 

wonders aloud why, after decades 
of cultivating Asian clients, his institution 
isn't doing a better job. “I am not satisfied 
by our ability to extend service to custom- 
ers in the region," he states flatly. 

Ikeda isn't alone. Having relied for 
years on their brawn, Japanese financial 
institutions are often being outsmarted in 
Asia by their competitors. The ability of 
Japanese banks and blue-chip brokers to 
exploit their natural position as facilitators 
of East Asia's march towards industrialisa- 
tion isn't in question. After all, Japanese 
manufacturing firms play a significant role 
in the region. But, by all accounts, the coun- 
try's bankers and brokers should be grab- 
bing more business and making more 
money. 


56 


Take China, this year's hot ticket for fin- 
anciers the world over. Banks like Sakura 
and brokers like Nomura Securities were 
among the first foreign financial institu- 
tions to understand that the Middle King- 
dom would shed the shackles of commu- 
nism to become a quasi-capitalist Wild 
Kingdom. They set up representative 
offices in Beijing hotels back in the early 
1970s and patiently cultivated apparatchiks 
as they rose through the ranks. 

So long as China was an orderly place, 
bereft of surprise, this worked well. Japan- 
ese institutions underwrote the majority of 
government international-debt issues and 
made attractive profits by lending to Chi- 
nese banks, which then lent the funds to 
state enterprises. But as soon as things be- 
come unpredictable, with one corporation 
after another casting off state ties and 
floating stock or attempting a convertible 
bond issue, it was relative newcomers like 
American investment banks that skimmed 
FAR EASTERN 
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Faulty Finance 


off the big mandates. 

Japanese banks still manage the major- 
ity of state and state-enterprise debt issues 
But, when it comes to the growing equity 
business, "we are a little bit behind the 
Americans," says Tadashi Suzuki, a gen- 
eral manager at Nikko Securities. "It is nec- 
essary for us to improv e the speed of our 
decision- -making." 

That's not all the Japanese financiers 
have to get right as East Asian countries 
assume their place at the top of the world 
economic pecking order. For all of their 
care and feeding of local customers from 
Beijing to Jakarta, most Japanese banks — 
and particularly the newcomers such as the 
regional.banks now racing to gain a foot- 
hold in neighbouring countries — are still 
overwhelmingly dependent on their do- 
mestic customers for Asian business. 

Not that this is insignificant. Japanese 
direct investment in East Asia soared 16% 
to US$7.4 billion in 1993 as the yen 
strengthened and high costs at home 
crimped corporate profitability. And 
Japanese banks, many of whom can boast 
a long pedigree in Asia, have done well 
offering advisory and trade-finance serv- 
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ices to Japanese companies that are either 
making the trek for the first time or ex- 
panding anew. “We are approaching these 
customers very aggressively, particularly 
middle-sized companies," says Masateru 
Nakamura, a deputy general manager at 
Sanwa Bank. 

This trend is seen as a major factor be- 
hind the shift in overseas Japanese bank 
assets towards the region. In fact, Asia is 
expected to overtake Europe to become the 
second-largest regional borrower from 
Japanese banks in 1994. According to the 
Ministry of Finance, Asia accounted for 
about 25% of the outstanding volume of 
non-domestic loans by Japanese banks at 
the end of 1993, up from 195 at the end of 
1990. 

But while Japanese banks have seen 
their assets float upwards on the tide of 
manufacturing investment, the big future 
growth will come in servicing the emerg- 
ing corporate powerhouses of East and 
Southeast Asia. And although some Tokyo 
financiers have piggy-backed into Overseas 
Chinese boardrooms with 
Japanese joint-venture 
partners, they are failing to 
demonstrate they can 
come up with the best so- 
lution to a given problem. 

That means having a 
handle over not only tradi- 
tional syndicated project fi- 
nance, but structured deals 
that use a variety of instru- 
ments to hedge risk. It 
means dealing in products 
that smart young Overseas 
Chinese, with freshly mint- 
ed MBAs, might be more 
familiar with than the mid- 
dle-aged Japanese banker 
sent from Tokyo for a 
three-year stint in Bangkok 
or Kuala Lumpur. 

"Asian customers are 
becoming very sophisti- 
cated very fast," says Kensuke Hotta, sen- 
ior managing director of Sumitomo Bank. 
“You have to find a competitive edge to 
appeal to them above and beyond pricing 
and balance-sheet strength." 

Hajime Asada, a general manager of 
one of Bank of Tokyo's corporate-finance 
divisions, says American banks like Bank- 
ers Trust and J. P. Morgan have been the 
quickest to find such advantage. "They are 
very competitive nowadays, particularly 
with regard to derivatives and equity- 
linked products," he says. 

Its not only American banks, though. 
Hongkong & Shanghai Bank and Standard 
Chartered have a beat on Japanese banks 
in the integrated-services department, 
while large local brokers such as Hong 
Kong's Peregrine Securities are now expe- 
diently handling nearly all of their clients 
financing needs. 
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Senior Japanese financial executives 
have recognised the problem. They are agi- 
tating more aggressively for the right to 
compete on an equal footing with domes- 
tic banks in closed, or limited-access, mar- 
kets such as China, Malaysia, Thailand, the 
Philippines and Singapore. And, increas- 
ingly, they are directing the energies of 
more of their better, young managers with 
capital-markets experience to Asia (and not 
just to Hong Kong and Singapore). 

“Before, the best career track used to 
lead through London or New York," says 
a senior executive at a Japanese trust bank. 
^But now our people realise that their 
careers will be made in Asia because that 
is where the best opportunities are." 

It appears, though, there are limits to 
their ability to change — at least in the 
short run. Even the most cynical bankers 
know that overseas operations do not 
thrive on qualified expatriates alone. And 
Japanese executives are the first to admit 
they have shown little aptitude for nurtur- 
ing and holding on to qualified local staff. 





"E 


As Asia industrialises, Japanese banks are re-examining the role they play. 


Nomura Hong Kong, for example, has 
hired experienced, well-respected Western- 
ers but has had a hard time retaining them. 
Inflexible practices, such as denying senior 
staffers corporate credit cards for business 
lunches, and monitoring their arrival and 
departure every day, have led to strained 
relationships. Morale was so bad at one 
point last year that a human-resources spe- 
cialist was sent out from Nomura's Lon- 
don office. 

"Service industries require human tal- 
ents, language, a will to go to a foreign 
country, to stay there, to work with local 
staff and work independently of headquar- 
ters," says Katsuhiro Fujiwara, director of 
the Asia department at Keidanren, Japan's 
big-business umbrella organisation. "Re- 
grettably, Japanese companies aren't very 
good at that." 

That is a particular weakness when try- 
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ing to break into the connected world of 
Chinese deal-making. Japanese brokers 
look with envy at the way American 
houses have won mandates by hiring so- 
called ^princelings" — the sons and 
daughters of high Chinese officials. The 
Japanese system does not permit such re- 
cruitment. 

The deliberate Japanese style also 
works less well than the Americans’ more 
opportunistic approach, especially when 
dealing with the overnight capitalists of 
China. When American investment banks 
or insurance companies take direct equity 
stakes in Chinese real-estate projects, for 
example, they tend to lead the market in 
pricing. But Japanese banks such as In- 
dustrial Bank of Japan and securities firms 
such as Nomura tend to charge less than 
the market will bear for the sake of the 
relationship with tenants. The tenants are 
grateful, but their local partners aren't. 

What's more, the tendency of Japanese 
financial executives to let themselves be 
guided by bureaucrats at home — rather 
than responding to market 
conditions — seems to 
have stifled the competi- 
tive edge granted by their 
vast capital strength. "Our 
financial sector isn't 
known for its creativity or 
entrepreneurship,” sums 
up Fujiwara. "They de- 
pend on the Ministry of 
Finance to tell them what 
to do." 

Nowhere is this more 
the case than when tra- 
ditional banking skills give 
way to the need for skilled 
manoeuvring in global 
capital markets. This is 
more and more an impera- 
tive in Asia, even in slow- 
growth countries like the 
Philippines. The phenom- 
enon of financial disin- 
termediation, whereby companies raise 
more of their funds from capital markets 
than from banks, is catching on in Asia. 

^Borrowers are shifting from traditional 
banking to the securities market whenever 
possible in Asia," says Yoshio Kojima, 
Asia-Pacific division chief of Japan's Long- 
Term Credit Bank (LTCB). "So far, we are 
ahead of our competitors in debt markets, 
like floating-rate-note underwriting, but 
the U.S. investment banks are expanding 
incredibly rapidly." 

During the 1980s, the inadequacy of 
Japanese financial institutions in managing 
the intricacies of these markets was masked 
by their huge placing power. Flush with 
cash, Japanese institutional investors — 
ranging from life-insurance companies to 
secondary regional banks — acted like a 
vacuum for all manner of global paper. 
Pricing and structure were minor concerns, 


NSO" QOHYHH35 


57 


— PP EE ASA WARA Naa 


Economic 
Monitor 


Each week the Review turns 
its attention to a different 
nation in the region to 
focus hard on its economic 
performance. The Review's 
Economic Monitor reports 
are a unique, concise 
assessment of key elements 
diverse 


driving the 


economies of Asia. Keep 
in touch with the Review. 


SEE PAGE 69 IN THIS ISSUE. 
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given their enormous strength in placing 
issues with clients. 


collapsed in late 1989, Japanese institutions 


what they will take on to their books. This 


| caution turned into worry in 1993 when 
| the yen appreciated more than 20% against — 
| the USS. dollar, removing some of the capi- | - 
| tal-gains cushion Japanese fund managers | Malaysia s Sapura leads 
| had looked to for solace against their losses | 
| at home. 





But ever since the Tokyo stockmarket | 
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Again, take the case of China. Banks like — 


| LTCB and Industrial Bank of Japan still go MC CH ME 
| place the lion's share of blue-chip debt - EM Marias ee. 
| from the so-called "Itics/" the investment 
| units of Chinese provincial and city au- 
| thorities, but Japanese brokers have failed 
| to win most of the big initial public offer- 
| ings done by privatising state enterprises. 
| This is partly because Japan's Finance Min- 
| istry won't allow Chinese companies, with 
| their hazy track records and penchant for 
| non-disclosure of information, to list on the 
| Tokyo Stock Exchange. 


Recently, under enormous pressure 
from Nomura, which had been hired by 
the Shanghai Securities Exchange, the min- 


istry reluctantly agreed to allow Japanese | 
| so businessmen in tow. Business signing 


retail investors to invest in Shanghai-listed 
B shares. Nomura officials concede pri- 
vately that their main motive for the 
change was to strengthen their hand when 
competing for mandates. 

And even if China-based companies are 
allowed to list in Tokyo, they are unlikely 
to find it as attractive as much more inter- 
national New York. (Indeed, many foreign 
companies are delisting rather than paying 
Tokyo's expensive fees while volume in 
their shares remains low; Tokyo remains a 
very domestic market.) 

As a result, the clout of the Japanese has 
diminished. When ]. P. Morgan sent à 
high-powered delegation to Beijing in Feb- 
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Hands Across 


have become much more cautious about | 


The Water 


| investment push 
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may not look like much to the average 
pedestrian, but the yellow, wall-mount- 
ed payphone near a busy Hanoi inter- 
section is a huge advance for Vietnam's 


telecommunications. For the card-phone's 


| Malaysian maker, Uniphone, it is some- 


thing more: a step towards international 
recognition. 

That's important to Uniphone's parent, 
Sapura Holdings, and no less so to Malay- 
sia's government, which is pushing local 
firms to invest more overseas. Prime Min- 
ister Datuk Seri Mahathir Mohamad rarely 
ventures abroad these days without 100 or 


ceremonies tend to dominate his foreign 
visits. 

Of all the Malaysian firms pursuing 
overseas business, few are more serious 
than Sapura. Despite the slew of corpora- 
tions recently announcing overseas ven- 


| tures, notably in China, analysts say many 
| are little more than attempts to boost share 


ruary, the group had access to the highest - 
| ernment encouragement, but also a com 


officials, including Vice-Premier Zhu 
Rongji. ^We have been courting China for 


| so many years,” sighed one Beijing-based 


staffer for Nomura. "But we couldn't have 
done that now." 

“With no placement power, we really 
can't compete," says Nikko's Suzuki. "And 
the profitable business in Asia for the last 


year or so has been equity underwriting. | 
| Securities, agrees: “Sapura recognised earh 


For now, we are left waiting for the sec- 
ondary market in these shares to become 
more important." The fees available to 
Japanese banks in underwriting debt are 
tiny compared with the huge takings avail- 
able from share offers. 

While these trends are less explicit in 
other Asian markets, they are apparent. 
Aside from old-fashioned infrastructure 
lending and a handful of niche exceptions, 
Japanese financial institutions will have to 
run harder to stay abreast of the competi- 
tion in a region where they should have a 


natural advantage. W 
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prices on the Kuala Lumpur Stock Ex- 
change. But not Sapura, says Low Ming 
Siong, director of Crosby Research in Ma- 
laysia. "Sapura is genuine about doing 
business overseas. They don't make an- 
nouncements just to run up their share 
price.” 

Behind Sapura's overseas forays is gov: 


pelling sense of urgency. "For the past dec 
ade we were very safe in Malaysia; there 


| weren't many competitors,” says Sapuri 
| Chairman Tan Sri Shamsuddin Abdu 
_ Kadir. "Then, people suddenly realised th 
| potential, and everyone joined the fray. S 
| this is no longer a safe haven for us." 


Siti Norizam Mohamad Yusoff, of S 


on that once you have your own products 
| you need your own market. That's hov 
| they planned to break into the regione 
|, market." 


Analysts describe Sapura's efforts so fa 


| as limited but tangible. Its exports hav 
| soared, to M$170 million (US$65 millior 
| in 1993 from M$2 million in 1989, and over 
| seas business —- exports, investments an 
| various operations — accounted for 20% « 
| its M$1.9 billion group revenue in the ye 
| to January 31, 1994. 


In March last year, Sapura signed for i 
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Philippines 
New Issue 
February 1994 


US$235,000,000 


Universal Robina 
Corporation 


Lead Manager 


China Indonesia 


Placement of New Shares | New Issue 
February 1994 | | April 1994 


US$133,000,00 |__| US$29,223,000 


Guangzhou |__| PT. Bank Mashill 
Investment Co. | 


Lead Underwriter 
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first major overseas turnkey project: three 
contracts worth a total of M$52.8 million to 
supply and install 43,000 telephone lines 
and build nine exchanges for the Brunei 
telecoms authority. Also last year, Sapura 
secured a M$60 million contract to install 
97,000 telephone lines and build eight ex- 
changes in Medan, Indonesia. Meanwhile, 
Sapura is bidding for another telecoms 
supply and installation contract in Indone- 
sia, through the joint venture of Uniphone 
Usahama and Indonesia's P. T. Catur Yasa. 
"We stand a good chance of getting the 
second package," says a senior Sapura exe- 
cutive. 

Further afield, hoping to trade on the 
group's expertise in cable-laying and 
























Uniphone in Ho Chi Minh 
City; (right) Sapura's 
Shamsuddin. 


project management, Sa- 
pura executives say they 
are holding talks about 
participating in Saudi Ara- 
bia's recently announced 
US$4 billion telecoms up- 
grade, won by giant Ame- 
rican Telephone & Telegraph. The contract, 
said to be one of the largest outside the 
United States, involves the supply and in- 
stallation of 1.5 million telephone lines. 

Sapura is also negotiating in Turkey, 
Mauritius and Venezuela to supply and 
operate payphones, and hopes to expand 
activities in Vietnam, where Uniphone has 
installed and operates some 200 pay- 
phones. 

For all that, Uniphone Managing Direc- 
tor Rameli bin Musa is cautious about 
Sapura's prospects abroad, noting the stiff 
competition posed by major international 
groups. "They can offer the latest techno- 
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logy and have stronger financial backing,” 
he says. There is also, he adds, the diffi- 
culty of persuading Malaysians to work 
overseas, 

Sapura's managing director, Shahril bin 
Shamsuddin, says the Malaysian group has 
its own advantages, however — mainly its 
knowledge of Asia. The Medan contract is 
a case in point, he says. "We know the local 
conditions, we have the local expertise, and 
could deliver the price." (Rameli acknowl- 
edges that Asian Development Bank fi- 
nancing for the Medan package helped 
sweeten the price.) 

Crosby's Low notes another factor help- 
ing Sapura win contracts overseas. "Sapura 
is very dependent on Japanese partners to 
ə win overseas contracts," he says. That 
sort of reliance can cut both ways, 
but so far it has helped Sapura. For 
example, Sumitomo helped the 
Malaysian firm to supply 100,000 
telephone sets in Pakistan. Tied up 
with Marubeni in 1992, it sold 25,000 
telephones to Sri Lanka. "Strategic 
alliances with big multinational 
companies will be a feature of our 
future business overseas," says 
Shahril. 

Not all the big players are so 
charitable. Sapura officials say their 
Vietnamese payphone contract 
miffed Schlumberger, and that the 
French manufacturer tried to con- 
vince Hanoi that Sapura was selling 
outdated technology. (Schlumberger 
has sold Vietnam the latest 
"smartcard" technology; Sapura's 
phones use simpler mag- 
netic strip technology.) 
Rameli says Vietnam 
chose Sapura because of 
"friendship and trust." 
Adds Shahril: “When we 
went to Vietnam in 1988, 
no one else was looking at 
the place." 

But, then, Sapura also 
went to Vietnam with 
Kuala Lumpur's blessing. 
Indeed, says Tajudin 
Ramli, chairman of Tech- 
nology Resources Indus- 
tries (TRI) — a telecoms 
and transport outfit also eyeing overseas 
ventures — government assistance is key 
to winning overseas contracts. Analysts say 
a willingness to venture overseas and fly 
the flag is the price for maintaining good 
relations with the government. 

“We are a trading nation, so we have 
always been more international in our eco- 
nomic arrangements," says Tajudin, who 
is also bidding for control of national car- 
rier Malaysia Airlines. The strategy, he 
says, is to "move from being traders to se- 
rious overseas investors. We are not just 
investing as TRI; we are investing as Ma- 
laysians." LI 
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Kid Stuff 





Bandai stays on top of Japan's toy market 


By Jonathan Friedland i in n Tokyo Loc 


n Shanghai last month, some < 100,000 

people turned out to see a live stage 

show featuring “Ultraman,” a Japanese 
cartoon character created nearly 30 years 
ago. Not everyone enjoyed the spectacle, 
though. One who didn’t was the besieged 
guy in the Ultraman suit. The others were 
executives of Bandai, Japan’s largest toy 
maker and Ultraman’s owner. For them, 
Ultraman’s new lease on life might well be 
an opportunity lost. 

The reason: Bandai's global business is 
almost too good at present; it would be 
hard-pressed to devote the resources 
needed to mount a full-scale Ultraman pro- 
motion. “Demand for our products in the 
U.S. and Europe is so strong that every- 
thing we make in Asia is being exported,” 
sighs Jun Kondou, a director of the Tokyo- 
based firm, which just reported a 4% rise 
in parent pre-tax profit to Y10.2 billion 
(US$98 million) on a 10.2% increase in sales 
to Y123 billion. 

Bandai's eighth consecutive increase in 
parent-company profit, despite fierce com- 
petition and a slowing Japanese economy, 
stands in stark contrast to the performance 
of other companies in the business of pleas- 
ing kids. After all, says Robert Burghardt, 
an analyst at Smith New Court, “final 
demand originates from a highly fickle 
source.” 

How, then, du Bandai beat the odds? 
For starters, it has the broadest and most 
durable stock of character licences around 
(outside of Disney), and lately it is lever- 
aging them for all they're worth. Though 
Bandai is nominally in the toy business, its 
logo is on everything from candy bars to 
shampoo to word processors. 

Bandai commands an estimated 20% of 
toy-store shelf space in Japan, where it has 
two TV cartoon-driven hits on its hands. 
"Pretty Soldier Sailor Moon," which fea- 
tures five young girls who draw upon the 
power of the moon to thwart evil aliens, 
has allowed Bandai to steal a big share of 
the girls' toy market, long dominated by 
competitor Takara. “Crayon Shin-Chan,” 
detailing the exploits of a mischievous pre- 
schooler, is popular with both children and 
adults. 

Bandai has also recently gained ground 
internationally against its top two competi- 
tors, Hasbro and Mattel of the United Sta- 
tes, although its consolidated profit has so 
far been erratic. In North America, Bandai 
is reaping the benefit of merchandising 
spin-offs from “Mighty Morphin Power 
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A Bandai heroine in Pretty Soldier Sailor Moon. 


Rangers,” an Americanised version of a 
long-running Japanese series and now an 
18-month-old hit on the Fox Children’s 
Network. 

Sales of Ranger-related goods, which hit 
an unexpectedly high ¥3 billion in the year 
ended on March 31, are expected to jump 
tenfold to ¥30 billion this fiscal year. The 
rise in sales will be aided by the Rangers’ 
entry into Europe, where the show recently 
started running in seven major markets 
and where early signs of acceptance are 
encouraging. Next on the agenda is East 
Asia, where the Rangers will be introduced 
“as soon as we can handle the demand,” 
says Kondou. 

In addition to the current hit characters 
— which could quickly fall out of favour 
— are a prodigious back-catalogue of old 
chestnuts like Ultraman, Doraemon the 
atomic cat, and Godzilla, the pop-culture 
id of post-war Japan. And in an age where 
cable and satellite channels are springing 
up around the world like wildflowers in 
the spring, these shouldn’t be under-esti- 
mated. Says Keiko Sasaki, an analyst at 
Baring Securities: “Companies with strong 
character goods will be the ones that sur- 
vive in the future.” 

That’s only half the battle, though. 
“Bandai’s speciality is spotting and refin- 
ing character ideas that can spin off into 
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lots of interesting products,” says Burg- 
hardt, "but its strength vis-a-vis competi- 
tors such as Takara lies in its successful 
blend of the art of character creation and 
the science of merchandising." 

Typically, Bandai ferrets out its targets 
from the fertile stock of Japanese comic 
books, or manga, that are published 
weekly. With strong cash flow and by 
far the biggest market share of Japanese 
toys, it has the clout to beat competitors 
to a licensing agreement. Then, Bandai 
works with the manga publisher and 
studios like Toei to create a cartoon se- 
ries, usually shown in the early evening 
or on weekend mornings, with spon- 
sorship by Bandai. 

If one of the 60 or so characters Ban- 
dai launches annually shows signs of 
popularity, the 44-year-old firm cranks 
up its marketing and manufacturing 
machine. Relying on a vast network of 
sub-contractors and its own manufac- 
turing subsidiaries in Japan, China and 
Thailand, Bandai blitzes the market 
with a vast range of products. In Sailor 
Moon's case, the goods include candy, 
shampoo, "magic" wands, plastic tiaras, 
stickers, dolls, personal organisers and 
clothing. 

As Bandai has moved into new pro- 
duct areas, it has reduced the percent- 
age of products that it manufactures it- 
self from around 45% in 1988 to less 
than 25% today (and business is still 
strong enough for Bandai to be build- 
ing new factories in Mexico and Viet- 
nam). The move was imperative because 
the company introduces and removes any- 
where from 8,000 to 10,000 items from its 
product line annually and because the 
average life of a product is well short of a 
year. It also reduces Bandai's foreign- 
exchange exposure; only 1% of its prod- 
ucts are now exported from Japan. 

"The two main things for toy com- 
panies are to keep inventory costs down 
and to make the best use of your assets," 
says a senior executive of one of Bandai's 
competitors. “And Bandai does both very 
well." Because it has cut back on over- 
heads, including the costly process of mak- 
ing moulds for toys, Bandai's parent oper- 
ating profit margin has risen from less than 
3% in 1988 to just above 8% in the fiscal 
year just ended. 

The same, unfortunately, can't be said 
of all Bandai's businesses. In February 
1993, Bandai broke by mutual consent a 
longstanding agreement with Nintendo to 
distribute its hardware and software in 
Europe. The rupture sent sales of two re- 
gional subsidiaries plunging, and stuck 
them with billions of yen in outdated video 
games and machines. The resulting write- 
off contributed to Bandai's ¥1.86 billior 
consolidated loss for the latest year, com 
pared with a Y3 billion profit a year earlie 
For the current fiscal year, Bandai proj ects 
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consolidated pre-tax profit of Y13 billion on 
sales of Y200 billion. 

Bandai has other weak spots. Its forays 
into movie making, theatrical promotion 
and software writing have been hit-or- 
miss. Despite repeated attempts to build 
its own image factory, it still gleans 90% of 
its characters from outside sources. “They 
want to be Disney in the future," says 
Kaori Hasegawa, an analyst at Salomon 
Brothers. "But their balance sheet is full of 
non-performing investments that never 
took off." 

And there are still bigger plans afoot. 
Bandai, together with five other Japanese 
companies, is building a theme park near 
Tokyo Disneyland. A Power Rangers fea- 
ture is being produced. And the company 
president, Makoto Yamashina, has quietly 
acquired for Bandai a majority stake in 
Sunrise, one of Japan's top animation 
houses. "We can't concentrate on toys any 
more," says Kondou. “We have to take 


Crayon Shin-Chan faces competition. 


risks. We have to go into multi-media to 
stay ahead." 

Is Bandai biting off more than it can 
chew? Some brokerage analysts and inves- 
tors fear that once the current stream of 
hits dries up, so too will earnings. But Ban- 
dai's competitors are keeping their eye on 
something else. They've watched Bandai 
consolidate its grip over Japan's toy mar- 
ket, where No. 2 Takara is faltering badly 
and where f foreigners are still having diffi- 
culty making major inroads. 

“Bandai will be the first toy company to 
make the leap to being a fully integrated 
amusement and entertainment company," 
Says one executive. "Hasbro and Mattel 
don't have anywhere near the same level 
of vision, not to mention the cash flow, that 
Yamashina has." x 
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Fooled 
You 


Hong Kong developers 
drive down land price 


By Louise do Rosario in Hong Kong 


as it a hedged bet or high-pow- 
ered collusion? Hong Kong's top 
12 property developers claim 
their united attempt to offer low bids at a 
recent government land auction was an act 
of self-defence in an uncertain market. The 
two plots near the Chinese border sold for 
HK$2.6 billion (US$338 million), an esti- 
mated 40% discount to market prices. 

But critics such as economist Marc 
Faber say the developers' real intention is 

^to teach the government a lesson" by hit- 
ting it where it hurts: in the pocketbook. 
The government is drafting a package of 
measures to bring property prices down. 
These measures probably will eat into the 
developers’ lucrative business. But they'll 
also chip away at the government's main 
source of revenue — that from land sales 
and property-related taxes. Faber thinks 
the developers’ cartel-like move to keep 
auction prices low was intended as a re- 
minder of that fact. 

Whatever the real motive for the small 
bids, the action has caused an uproar in a 
community suffering from soaring prop- 
erty prices and looking for someone to 
blame. "It's indecent," says legislator Lee 
Wing-tat. The government, shocked by the 
outcome, says it will review future bidding 
arrangements. 

The public has long suspected that 
property companies are manipulating the 
market to keep prices high. Still, "there has 
been not enough evidence of collusion or à 
cartel," notes political consultant Lo Chi- 
kin. 

Few expected it to come 
in a concerted effort to keep 
prices down. But the image 
of real-estate bosses whis- 
pering to each other during 
the recent auction suggests 
that collusion — or at least 
cooperation — exists. 

Indeed, Hong Kong of- 
fers conditions conducive 
to forming a cartel when 
desired. A handful of real- 
estate firms, namely 
Cheung Kong, Sun Hung 
Kai Properties, New World 
Development, Hang Lung 
Development, Henderson 
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Faber sees a clear message 
in the auction. 


Land, Lai Sun Development and Sino 
Land, accounts for 70-80% of the territory’s 
building supply, notes Smith New Court 
property analyst Euan Weir. 

Such a high concentration of supply 
within a small group of firms is “unusual,” 
Weir says. These publicly listed firms are 
controlled by their founding families. (For 
instance, Cheung Kong is controlled by 
Hong Kong's wealthiest man, Li Ka- -shing.) 
50 any cooperation between companies is 
a highly personal matter that can easily es- 
cape the public eye, analysts say. 

The Consumer Council, a watchdog 
group, has been monitoring the industry 
because the existing supply structure could 
lead to "some degree of monopolistic con- 
trol,” says Chairman Edward Chen. It may 
already have. 

This small group of companies had ac- 
cumulated a land bank of more than 130 
million square feet by the end of 1993, ac- 
cording to Jardine Fleming Securities. Such 
volume will keep them busy building for 
the next three to four years even if no new 
land is acquired, notes Weir. Cash-rich and 
backed by years of high earnings, these 
developers can afford to hold on to their 
stock if market conditions turn sour. 

Lo says several other factors help deve- 
lopers control the market. First is the lim- 
ited supply of land made available by the 
government and by the demolition of old 
buildings, so that “whoever controls land 
can dictate the terms onto the buyers." An- 
other is that developers can decide when 
they want to sell their completed projects. 
Finally, developers are allowed to sell un- 
finished units, a practice they have used 
skilfully to test market support. 

“In such a market, consumers are 
powerless, especially when supply has 
fallen so far behind demand," says Lo. 
Until recently, the government was will- 
ing to tolerate such a situation under the 
belief that the market knew best. The auc- 
tion system served it well too, providing 
an environment for open competition and 
high prices, says Weir. Taxes from prop- 
erty-related businesses account for an 
estimated 25-33% of the government's an- 
nual revenue, according to 
Lo. 

But with the doubling 
of property prices since 
1991, thanks partly to a 
loose monetary policy, the 
government is under 
strong pressure to ease the 
price spiral. 

"The question is what 
kind of correction is accept- 
able to the developers," 
says Lo. By standing toget- 
her at the auction, the in- 
dustry is sending a signal 
that the recent 10-20% fall 
in property values is more 
than enough. a 
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TRADE 


Straight Talk 


Sutherland is cautious over China's entry into Gatt 


eturning from a conference in Kuala 
R Lumpur, Gatt Director-General 

Peter Sutherland dropped by the 
REVIEW offices to talk about some of the 
issues occupying his time. It was his sec- 
ond trip to Asia in less than a month. 
Barely two weeks earlier he'd been in Bei- 
jing to discuss China's bid to join Gatt. 

In less than a year in office, the 48-year- 
old Irish national had marshalled an un- 
wieldy collection of 123 member states into 
concluding the marathon Uruguay Round 
of multilateral trade negotiations. 

Now Sutherland must midwife the 
birth of Gatt's successor, the World Trade 
Organisation (WTO), due to come into ex- 
istence by the beginning of next year. 

Another major task is bringing China 
into the fold of the world trading commu- 
nity. China first applied for admission (or 
re-admission, as it prefers) in 1986. The 
process ground to a halt after the 1989 Bei- 
jing massacre, but resumed two years later. 
China's prospects for early entry prov ided 
the starting point for the REVIEW's discus- 


Close but No Cigar 


By Carl Goldstein in Hong Kong 


China took another step in May towards 
making its economy Gatt-friendly, pub- 
lishing a new foreign trade law and 
eliminating some import quotas and li- 
censing requirements. But Western trade 
negotiators seemed unimpressed. Now 
they're sending this message: Beijing has 
a lot more work to do before its economy 
meets Gatt requirements. 

"A simple declaration of principles is 
not going to be good enough," says Gatt 
Director-General Peter Sutherland. 

He cites a long list of problem areas, 
including lack of transparency and uni- 
formity in China's trade regime, spotty 
application of many laws, plus quotas 
and other non-tariff import barriers. The 
upshot: China can virtually forget about 
becoming a founding member of Gatt's 
successor, the World Trade Organisation 
(WTO). 

Beijing regards entry into the WTO as 
its graduation into the ranks of economic 
superpowers. But entry this year, says 
an American diplomat, would mean that 
Gatt’s next working-party session (sche- 
duled to begin on June 24 in Geneva) 





sion with Sutherland. 


It now appears unlikely that China will 
be able to enter Gatt in time to become a 
WTO founding member. How much 
longer will it take? 

I do not exclude the possibility — al- 
though I do accept that it is very difficult 
— of meeting the end-of- the-year deadline. 
The vital stage of the negotiations has yet 
to take place. 

If one were talking about priorities, | 
would obviously put ratification [of the 
Uruguay Round] as the fundamental ob- 
jective at this stage, but it's also 
important that we proceed rap- 
idly with [China's application]. 
| think there are a lot of reasons 
for that. First of all, it is in the 
interest of China, it is in interest 
of the continuing reform pro- 
cess, and it is in the interest of 
the Chinese economy to have 
assurance of markets external to 
itself. 


would have to complete work 
on a protocol of accession. Ob- 
servers regard that as unlikely. 
Still, Beijing’s new trade 
law, more than 10 years in the 
drafting, is intended to remove some of 
the obstacles to Gatt membership. Tak- 
ing effect on July 1, it aims to end the 
practice of maintaining "internal," or 
secret, rules governing foreign trade. It 
also, in principle, prohibits disparate 
treatment for state-owned vs. private 
firms or domestic vs. foreign companies. 
"With the law, a uniform, fair and 
free-trade policy has taken shape in 
China," Wu Yi, minister of foreign trade 
and economic cooperation (Moftec), was 
quoted as saying after the law's May 13 
publication. That's the idea, anyway. 
The experience of Edward Leung, 
chief economist for the Hong Kong 
Trade Development Council, indicates 
that there's still some way to go. On May 
25, Moftec announced it would drop re- 
quirements for import licences and quo- 
tas on 195 products. So Leung, who 
tracks the effect of Chinese trade prac- 
tices on Hong Kong, tried to find out 
from Moftec what the order actually 
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There is a fundamental point that has to 
be made here. China itself has an enor- 
mously important role if it wants to bring 
these negotiations to a conclusion. China 
has to give real negotiating authority to its 
negotiators. If you want to do things rap- 
idly in this type of negotiation, there has to 
be negotiating authority in Geneva to actu- 
ally take positions. If that isn't forthcom- 
ing, then we are not going to get there. 


China has a tendency to regard the obsta- 
cles in the way of joining Gatt as stem- 
ming from American pressure. 

| think it's true to say that the fact the 
U.S. is raising specific points, and others 
are not, is not to be taken to imply that the 
only one with an interest in the specific 
points is the U.S. That would be an unfair 
characterisation of this debate. There are a 
lot of people who are expressing no opin- 
ion or positive opinions about the general 





covered. "They said it took immediate ef- 
fect, but we have not been able to get the 
list" he complains. "So how can it be effec- 
tive immediately?" 

Moftec described the move as a step to- 
wards bringing China's trading system in 
line with international standards, and said 
it should help speed the process of re-enter- 
ing Gatt. (China was a founding member in 
1947, but pulled out after the 1949 commu- 
nist takeover.) While that remains to be 
seen, the move appears likely to win some 
plaudits in Washington. 

That's because the list reputedly includes 
30 items that China had promised to exempt 
from import licensing and quota restrictions 
by the end of this year. It also includes 120 
others Beijing had pledged to remove next 
year, according to the official China Daily. 

Beijing and Washington signed a memo- 
randum of understanding in late 1992 that 
required China to implement a schedule of 
market-opening moves, including the pub- 
lication of trade rules and the elimination of 
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principles of China's accession, who, at the 
same time, are extremely anxious that the 
U.S. should make the running on the par- 
ticular points of objection. 


One of the key issues with China was the 
issue of safeguards, or protection against 
import surges. Is this a particularly thorny 
issue? 

It depends who you're talking to. 5ome 
people are more concerned about what 
China is going to do them. Others are more 
concerned about what they want to do to 
China. In other words, some people are 
looking at it in terms of market access to 
China, and some are thinking of it in terms 
of defending their own markets. 


The U.S. is often criticised for its propen- 
sity for bilateral approaches to trade is- 
sues. Will the wTO strengthen the multi- 
lateral trading system enough so that such 
bilateral actions may not be necessary? 
While it is true that there have been 
great criticisms of the U.S., recent policy 
statements have all underlined their com- 
mitment to multilateralism. For example, 
when there was discussion about a renewal 
of the Super 301, the actual statement by 
[U.S. Trade Representative] Mickey Kantor 
placed that weapon precisely in the con- 
text of a multilateral trade dispute adjudi- 
cation procedure. So I prefer to look posi- 
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- because it will give traders and foreign - 
E investors clearer rules for doing busi- 
ness in China," says Chow Yai-leung, . 
an assistant trade officer in the Hong 2 
Kong Trade Department. TM tr 
The law is supposed to help wean . 
: China. away from the use of adminis 
trative measures- to regulate its. 
economy. It states that future trade — 
. policy must conform with the principles — 
aid down in the law, and that trade 
regulations must be widely published. _ 
The new law does contain loopholes. — 
It allows China to limit imports, but - 
places such actions in the context of - 
_Gatt-compatible principles. One article, _ 
_ for instance, permits ieotricung Ud : 
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thing | in the sense of. unifying! the bi v 


tively rather than negatively at this part of 
U.S. policy. 


How strong is the commitment to free 
trade? East Asia is often held up as an 
example of the benefits of free trade, but 
in fact there's a lot of managed trade in 
this part of the world. 

It’s an illusion to suggest that anybody, 
including this part of the world, is perfect 

. nor will the creation of the WTO act as 
a magic panacea to solve all future dilem- 
mas in regard to trade. Protectionism is a 
running battle. 

I think one of the factors that was most 
interesting about the end of the Uruguay 
Round was that you were more likely to 
find protectionism in the industrialised 
world than the developing world. I think 
you can make that generalisation, even 
though the developing world is not perfect 
by any means. 


A number of Asian leaders have said that 
the U.S. and other countries are using 
labour standards and environmental con- 
cerns as a form of protectionism. What's 
your view? 

It's very difficult in my experience to 
divine the motivation of different people. I 
cannot do other than to accept people at 
face value. Certainly the U.S. administra- 
tion has made it absolutely clear that what- 


ever one’s view of the labour issue, its 
motivation is not protectionism. 

On the issue of workers' rights, let us 
first be aware of how far we have gone — 
and how far we have not gone. It has been 
mentioned as one of a range of subjects, 
something like 12 subjects, which may be 
raised for the purpose of deciding whether 
or not they could be included in the future 
work programme of an organisation which 
does not vet exist. And what, in fact, are 
workers’ rights? ... How does one define 
workers’ rights as opposed to human 
rights? 


What will the wTO be able to do that Gatt 
cannot? 

First of all, the WTO creates an organisa- 
tion where previously you had a secre- 
tariat. It creates an autonomous structure 
which allows us to develop new policies, 
new ideas. 

Formerly Gatt was simply concerned 
with the manufactured goods’ area. Now 
it includes services and iudei in intellectual 
property rights. We have become in effect 
the enforcing authority for the world's 
intellectual property. So now we have an 
umbrella organisation which covers intel- 
lectual properties, services, manufactured 
goods, agricultural products, textiles, and 
so on. We have an organisation which has 
fulfilled its original purpose. E 
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DOLLAR INVESTMENT PACKAGE 
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your investment. 


With this dollar investment 
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ge your deposit of USD 
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The Dollar Investment 
Package is an ideal invest- 
ment, if you: 


* would like to invest in US- 


* are willing to take a degree 
of risk to attain the possibi- 
lity of a higher than average 
return by spreading of risks. 


The result achieved by 
investors from 
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of future performance, 
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POLICIES 


Unguided Missiles 


South Korean conglomerates challenge bureaucrats 


By Ed Paisley in Seoul 
| ife is becoming complicated in corpo- 


rate South Korea. Once, companies 

did pretty much what they were told 
by the master planners in Seoul's leading 
economic ministries. But under President 
Kim Young Sam's deregulation push, the 
old order is breaking down. Result: a de- 
veloping tug-of-war between businessmen 
trying to exploit new freedoms and bu- 
reaucrats struggling to retain traditional 
control. 

It is going to be a messy struggle, if two 
recent examples are anything to go by. 

In April, Samsung and Ssangyong, two 
of the nation's most powerful family- 
owned business groups, or chaebol, took 
President Kim's liberalisation pledges at 
face value. Samsung unveiled details of its 
long-expected push into car production; 
Ssangyong slashed the price of petrol sold 
by its refining unit. In the process, both 
flew in the face of behind-the-scenes guid- 
ance, provoking official retribution. 

First, the government flooded local 
newspapers with unattributed warnings 
from officials that the two chaebol had 
stepped out of line. Then it relented a bit, 
promising to "study" the two cases in light 
of Kim's deregulation drive. Both groups, 
though, continue to suffer the bureaucrats' 
ire. 


Why such concern over two companies 
backing a business hunch? In Samsung's 
case, the government is worried that the 
addition of another local car maker — the 
sixth — will overstretch labour and tech- 
nology resources in a key industry; in 
Ssangyong’s, it fears lower petrol prices 
will boost consumption and, in turn, the 
country's oil-import bill. The broader rea- 
son, though, is that Seoul's bureaucrats are 
struggling to stay in the frame. 





Think cars. 


Samsung's Gambit 


Samsung plans to spend US$8.5 billion 
over the next eight years to become a 
major car producer. By 2002, says Jung 
Jong Soo, investment director of Sam- 
sung Heavy Industries (SHI), it aims to 
be turning out 500,000 cars a year, mostly 
for export. 

No wonder South Korea's existing 
five car makers are worried. The Korean 
Automobile Manufacturing Association 
(KAMA) has campaigned scathingly 
against Samsung's entry, citing the cost 
of technology it will buy from Nissan 
and the likely impact of another maker 
in an already competitive industry. 
South Korea currently produces just over 
2 million cars a year, and all its makers 
plan to expand. 

SHI Vice-President Kim Moon exhib- 
its no regrets. “We are entering the auto- 
mobile market not to expand our port- 


folio of businesses but in order to sur- 
vive in the 21st century," he argues. Not- 
ing that South Korea will permit imports 
of Japanese cars in four years' time, he 
declares "this is now the opportunity" 
for South Korean firms to ensure they 
can compete. 

Nissan will supply Samsung with 
technology to build Nissan's next mid- 
size model. Samsung aims to start pro- 
duction in 1997 with output of 50,000 
cars, initially for domestic sale. Nissan 
will subsequently help it develop three 
new models. In return, the Japanese com- 
pany will get Y1.9 billion (US$18 million) 
in fixed royalties, 1.6-1.9% of the factory 
price of every car and Y6.8 billion for 
technical assistance. 

This is exactly the kind of deal Presi- 
dent Kim Young Sam sought from 
Japanese firms when he visited Tokyo 
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“Deregulation is certainly going on in 
Korea by the government itself, but 
progress is slow," says Kwak Soo Il, an eco- 
nomics professor at Seoul National Univer- 
sity. "Consequently, we are seeing a new 
phenomenon in Korea. Deregulation is be- 
ing performed by the private sector. They 
are no longer willing to accept over-regu- 
lation by the government." 

Indeed, both groups have declared they 
will press ahead with their plans. Kim 
Moon, vice-president of Samsung Heavy 
Industries, the Samsung unit involved in 
the car project, said on May 25: "If we lose 
the chance to enter the automobile market 
now, we lose it for good." Kim Sang Dong, 
president of Ssangyong Oil Refining, was 
even more upbeat. He claimed consumers 
had voted with their wallets by queuing 
up at filling stations selling Ssang- 
yong petrol — and forcing other re- 
finers to cut their prices too. 

But don't count the bureaucrats 
out just vet. While reaffirming its in- 
tentions, Samsung Heavy also dis- 
closed it would delay until later this 
year its bid for a government licence 
that is crucial to its plans. The ap- 
proval is needed for a deal with 
Japanese car maker Nissan, which 
will supply technology for the car 
project. If the government withholds 
the licence, it could torpedo Sam- 
sung's plans. "We are waiting for the 
political environment to catch up 
with the economic environment" be- 
fore applying for the licence, says 
Samsung Heavy's Kim. 

As for Ssangyong, the Ministry of 
Trade, Industry and Energy (Motie) 
may yet have the last laugh. Ssang- 


earlier this year. "If we lose the opportu- 
nity this year, it is not just a loss for Sam- 
sung but also a loss for the Korean auto- 
mobile industry,” says SHI's Kim. 

All the same, he declines to comment 
on exactly what model technology 
Nissan will provide. The KAMA believes 
it will be out-dated by 1997. “Samsung is 
paying lots of money to give Nissan an 
entrance into the local market,” it claims. 

Analyst Dan Meyer of Merrill Lynch 
in Tokyo predicts Samsung will get the 
1995 version of Nissan's two-litre Blue- 
bird sedan. Although that will be two 
years old by 1997, car technology “doesn’t 
change that much in two years’ time,” he 
notes. For Nissan, he says, the immediate 
attraction is the royalties — it had a net 
loss of ¥56 billion in 1993 — and possible 
future exports to South Korea . 

sHI's Kim says the exports will flow 
the other way. That's likely to be a major 
factor when Samsung submits the deal 
for government approval. ^w Ed Paisley 


JUNE 9, 


1994 








If vou re Looking For Product Acceptance 
In North America, UL Holds The Hey. 














THE BIG NEWS TODAY IS THAT UL, THE AMERICAN MARK OF SAFETY, IS ACCEPTED ALL 
ACROSS CANADA. AND WITH THE SIGNING OF A COOPERATIVE ASSISTANCE AGREEMENT 


WITH THE ASOCIACION NACIONAL DE NORMALIZACION Y CERTIFICACION DEL SECTOR 


ELECTRICO (ANCE), THE FIRST INDEPENDENT STANDARDS AND PRODUCT CERTIFICATION 


ORGANIZATION ACCREDITED BY THE MEXICAN GOVERNMENT — UL IS THE FIRST 
ORGANIZATION OF ITS KIND TO OFFER MANUFACTURERS ACCESS TO CERTIFICATIONS 


FOR ALL OF NORTH AMERICA. 


IN FACT, NO OTHER SAFETY CERTIFICATION SERVICE CAN DELIVER WHAT UL PROVIDES, 
AND BECAUSE WE OPERATE AS A NOT-FOR-PROFIT ORGANIZATION, YOU CAN BE ASSURED 


THAT OUR PRIMARY OBJECTIVE REMAINS SAFETY. 


So IF YOU'RE LOOKING FOR ONE SOURCE THAT NOT ONLY HANDLES PRODUCT SAFETY 
CERTIFICATION ACROSS THE UNITED STATES, BUT ALSO FACILITATES EXPANDING YOUR 


PRODUCTS’ ACCEPTANCE IN NORTH AMERICA, WE CAN HAND YOU THE KEY. 


JAPAN: LARRY JUNGBLUT HONG KONG: LYDIA Sit TAIWAN: STEVE UNDORTE 
PHONE: 81.3.5351.1971 PHONE: 852.695.9599 PHONE: 886.2.891.7642 
FAX: B1.3.5351.1974 FAx: BS2.695.8196 FAX: BB6.2.891.7644 


Underwriters Laboratories Inc. « 


ACCREDITED AS A CERTIFICATION ORGANIZATION BY THE STANDARDS COUNCIL OF CANADA 


BUSINESS 





yong Oil's price cut, while legal, directly 
contravened Motie's "administrative 
guidelines," which keep pump prices high. 
The ministry is now investigating whether 
petrol stations are passing on the full price 
cut to consumers. If it finds evidence of 
profiteering, officials will have the ammu- 
nition to reinstate price controls, oil execu- 
lives say. 

Yet there is one important difference 
between the Samsung and Ssangyong 
cases: public opinion. While Ssangyong's 
snubbing of the bureaucrats has won ap- 
plause, Samsung's car plans aren't popular 
because of the group's "enormous concen- 
tration of economic power," notes Kwak, 
the economics professor. 

The second-largest of the chaebol, Sam- 
sung had assets of Won 21.3 trillion 
(US$26.4 billion) and sales of Won 29.1 bil- 
lion in 1993. It makes everything from 
semiconductors to ships, jet engines to 
washing machines, and petrochemicals to 
processed foods. It also boasts an array of 
service industries, including the nation's 
largest life insurer, a stock broker, a lead- 
ing trading company, two construction 
firms and an influential newspaper (Joong- 
ahn Ilbo). 

Adding cars to this list would run 
smack against President Kim's policy of 
persuading chaebol each to specialise in 
three core businesses. Such persuasion in- 


cludes limiting non-core subsidiaries’ ac- | 


cess to bank loans. But, given Samsung's 
financial clout, this isn’t much of a deter- 
rent — which is why the government has 
been trying to mobilise public opinion. 

In this particular game, Ssangyong is in 
the stronger position. Besides offering 
consumers lower prices, it is less intimidat- 
ing than Samsung, with assets of only Won 
7.8 trillion and sales of Won 6.6 billion in 
1993. Although it is involved in several 
businesses, such as construction, shipping 
and financial services, it has opted to spe- 
cialise in no more than the requisite three 
— in its case, cement, oil refining and car 
making. 

Moreover, Ssangyong Oil has done only 
what the law allows, although the refiner's 
president, Kim, says that in the past the 
government informally kept petrol mar- 
gins high. That encouraged refiners to com- 
pete with each other by financing chains of 
filling stations. “In our case," he says, “we 
came to the conclusion that the best way of 
using our financial resources in the gas- 
station market was to shift our burden . . . 
by cutting prices." The company's market 
share rose in May, he says by way of vin- 
dication. 

Where will the big tussle lead? Econo- 
mist Kwak believes Samsung will eventu- 
ally have to specialise. "If Samsung decides 
to do this, the people will accept" the com- 
pany's move into car making, he predicts 
— and the government will have less rea- 
son to block it. * 
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Walk, Don't 
Run 


Nike takes deliberate 
approach in South Korea 


By Mark Clifford 


hatever problems South Korean 
VY cron face, one prominent 

foreign firm has been pleasantly 
surprised at the pace of liberalisation. 

Nike has made more shoes in South 
Korea than anywhere else in the world — 
nearly half a billion pairs over two dec- 
ades. But the pace of production is slowing 
down as South Korea's rising wage costs 
price the country out of the shoe-making 
business, and Nike has moved most of that 
production to China and Indonesia. 

Now the U.S.-based company is looking 
at South Korea as a nation of consumers 
rather than as a low-wage production site. 
It is stepping up its efforts to sell high- 
priced shoes in what is 
one of Asia's most sports- 
minded countries. 

The result: Nike is 
making an unprece- 
dented tender offer to ac- 
quire its publicly listed 
joint-venture distribution 
partner and take it pri- 
vate. The deal is another 
sign that even financial 
and securities regulators, 
among the most con- 
servative Korean offi- 
cials, are taking liberali- 
sation slogans seriously. 

The deal for Samna 
Sports is notable on sev- 
eral counts. South Koreans long have wor- 
ried that foreign companies would snap up 
local companies. The decision to permit 
that to happen reflects officials’ growing 
commitment to liberalisation. If the buy- 





. out goes ahead, it will be the first time that 


a healthy Korea Stock Exchange-listed 
company has been taken private by any 
firm, domestic or foreign. 

South Korean regulators "were at a 
loss" when Nike made the tender offer, 
says Hur Kwang Soo, president of joint- 
venture partner Samyang Tongsang. 
"There is no regulation to handle this kind 
of matter." A year or two ago, bureaucrats 
probably would have just sat on the issue. 
But the word seems to be coming down 
from the presidential Blue House that 
financial liberalisation must keep inching 
forward. 
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They're determined to do it in 
South Korea. 


So regulators from the Securities and 
Exchange Commission and the Ministry of 
Finance worked with Nike and Samyang 
Tongsang to hammer out procedures for 
tendering and taking the company private. 
"The mood is very positive," says Hur. 

Nike had to tread carefully. Under the 
standard five-year distribution agreement 
that it has with Samna, Nike has no obliga- 
tion to stick with the company after the 
agreement expires in July. But Nike de- 
cided that it makes good business sense to 
take full control. It currently owns 34.7%. 

Nike is tendering for the Samna shares 
it does not own at a 9% premium to their 
prevailing price before trading was sus- 
pended on April 12. The offer values the 
company at Won 27.6 billion (US$34 mil- 
lion). For the year to March 31, Samna re- 
ported net profits of Won 4 billion on reve- 
nue of Won 57 billion. Nike President Ri- 
chard Donahue notes that investors who 
have held the shares since the company's 
1989 initial public offering have more than 
tripled their money. 

Samyang Tongsang, which still makes 
Nikes in South Korea and is readying pro- 
duction in Vietnam, holds 25.4% of the 
company. Besides the company's distribu- 
tion network, Samna's assets include a 
warehouse and land on the outskirts of 
. Seoul. 

For Nike, the move is 
part of a global strategy 
to control the firm's dis- 
tribution. In the past two 
years, Nike has taken 
over distribution opera- 
tions in Japan, Hong 
Kong, Malaysia and Tai- 
wan. The firm is ex- 
pected to report global 
sales of more than 
US$3.7 billion for the 
year to May 31. 

The reaction to the 
Samna deal, whose ten- 
der period expires on 
June 13, is a sign that 
change is coming to South Korea. Rather 
than falling back on anti-foreigner senti- 
ments, most comments in the local press 
and business circles have stressed the need 
for South Koreans to improve their com- 
petitiveness. "Before, Koreans would try to 
protect things using invisible barriers," 
says Hur. "Now Koreans know they must 
respond in a more productive way — by 
improving efficiency, both in manufactur- 
ing and in distribution . . . . Koreans realise 
that trade is not a one-way road any more." 

Still, this deal is not yet done. "Every- 
one's holding their breath," says Nike 
spokesman Dusty Kidd, who notes that 
more than 90% of Samna's shares must be 
tendered for the deal to go through. "But 
based on what l've seen of the process, 


they deserve a little applause," he says of 
South Korean authorities. an 
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In the same week that Mr. Clinton was reaffirming 
that America v was "wrong" in Vietnam, the Far £ 
om view was reporting a remark ~ 

story headlined, “The Rebels Time Forgot". It's 
about a lost tribal mountain army, totally isolated 
in the remotest jungles of Indochina, who conting 
waging a longely struggle to defend their culture’ 
religion and freedom against the Vietnamese com 
munists. These tribesmen, trapped in a time warp 
still understand the difference between what is rig 
Salso important for preside 





The Asian Wall Street Journal 


China is still 
for an aircraf 

after a deal to 
from Ukraine fell th: 
according to the 
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leaders had eg mete 
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Agence France Presse 
News Service 


environmentalist not to bes 
so arrogant as to believe 
that “it is the white man’s” 
burden to decide the fate — 3 
of the peoples in this world’. > 


The 









magazine said it had 
obtain Dr Mahathir's letter: 
to rainforest activist Bruni 
Manser in which he warned * 
the environmentalist that he 
would be held responsible fe 
any v iolence which occurre 









Chicago Tribune 


ASIA'S MOST QUOTED NEWS SOURCE 


The best testimonials to a publication’s authority are made 


by its readers, including editors of respected news media 
who trust it enough to make it a source for their news. 
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Malaysia is expected to 
announce plans for a new; 
US$800 million mass tran 
system for Kuala Lumpur 
using Canadian technology 
and financing, a magazine 
report said. In its issue to | 
published today, the 








said it has obtained inform 
from a source close to the 
project that national rail 2 
carrier KTM and Canadi¢ 4 
transport engineers Delcz 
are working on the bus-rz 
plan to drastic ally ove rha 
tbo. apital s transpor 









Reuters News Service 


Huang was commenting® 
on a report in yesterday's 
edition of the at sone 








China had decided to invite? 
the Taiwanese government ` 
to hold unprecedented direc 
talks on reunification. The £ 
magazine said the offer of į 
direct.talks was imminent.* 








China News of Taiwan 


Details of a plan to shut or sell Hutchis 
Telecommunications’ overseas operatio 
are reported today in the Far Eastern : 
Economic Review, following alleged lea 
from a board meeting of Hutchison senig 
executives on Tuesday. In answer to the 
allegations, Mr Murray confirmed that t 
meeting of board executives did take pla: 
on Tuesday. He was present, with group 
chairman Li Ka-Shing. "We pee. 

to concentrate oni 
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Khmer& 
Rouge, in a docur 
said that it wants to 
“open a battlefield” 
in the Cambodian 
of Phnom Penh as a firs 
step to grabbing power. 
In its issue released t 
the Review said that th 
document, dated Feb.6 
apparently quoting Khme 
Rouge supremo Pol Pot, j 
showed tl 

faction’ 
unchanged. 


reported that the 
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The Straits Times 


of Singapore 


The phrasing of the statement 
monitored in Bangkok by AP. 
indicated it represented offici: 
government policy. Khieu 
Samphan, in an interview 
with Hong Songi based Fé 







said the UN mission had to 
"understand the urgency 
of resolving this problem 
of the Vietnamese settlers 
who are part of the Vietname 
occ upation plan to swallow £ 
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Can’t Complain 


he Australian Government's 1994-95 
budget, handed down on May 10, 
makes for cipia reading. For the 
year that starts on July 1, it forecasts GDP 
growth exceeding 4% ; inflation at a mod- 
erate 2.25-2.75%, employ ment growth of 
2.75% and unemployment below 10%. 
The latest economic figures seem to jus- 
tify the rosy outlook. The government re- 
ported on June 1 that first-quarter GDP ex- 
panded by a year-on-year 5.0%, exceeding 
expectations and making Australia’s eco- 
nomy one of the fastest-growing in the in- 
dustrialised world. It also has one of the 
world’s lowest inflation rates: consumer 
prices rose a mere 1.4% year-on-year in the 
first quarter, continuing a period of re- 
markably stable prices (see chart). Moder- 
ate money growth has helped restrain in- 
flation. M3, a broad measure of money 


Australia’s consumer prices 
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supply, expanded 6.9% in February from a 
year earlier. 

Alas, growth and prices are two sides 
of the economic coin, and analvsts are al- 
ready worried that faster growth will pro- 
duce faster inflation. Many believe the cen- 
tral bank will have to raise the key cash 
rate by year’s end, probably by half a per- 
centage point to 5.25%. Indeed, Treasurer 
Ralph Willis told Parliament on May 31 
that rates will almost surely have to rise 

“at some stage," but that the government 
would wait for signs of resurgent inflation 
before hitting the brakes. 

For now, however, the economic picture 
is one of continuing recovery. Even a May 
25 rapor! that business investment slumped 
5.4% in the first quarter did not discourage 
Willis, whose budget projects 14.5% growth 
in plant, equipment and building invest- 
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ment for the coming fiscal year. 

Not everyone is so sanguine, though. 
Private forecaster Access Economics, one of 
the few to predict the first-quarter invest- 
ment contraction, said (before the June 1 
GDP report) that growth next fiscal year will 
fall far short of government expectations. 

Access also believes employment 
growth will be slower than official fore- 
casts. Nearly 1 million Australians — 10.1% 
of the work force (down from 10.7% a year 
earlier) — were unemployed in April. A 
White Paper issued in May outlined plans 
for a A$6.5 billion (US$4.8 billion) effort to 
reduce the rate to 5% by the year 2000. 

Government efforts to reform the labour 
market are meeting union resistance. The 
government recently restricted labour's 
controversial power to challenge dismiss- 
als, and it continues to challenge the key 
role of unions in wage bargaining. The dis- 
putes throw doubt on the government's 
ability to keep wage rises below 3.5%. 

There are other problems. One is the 
high level of foreign debt, which at AS172 
billion equals about 44% of GDP, up from 
41% a year ago. The seasonally adjusted 
current-account deficit widened slightly in 

April from March, to A$1.63 billion, but 
the unadjusted deficit for the first 10 
months of the fiscal year, A$13.05 billion, 
is down 3% from a year earlier. Willis says 
the figures are consistent with the govern- 
ment's projection of a AS16 billion deficit 
for the full fiscal vear. 

Still, most Australians are much more 
optimistic than eight vears ago, when re- 

cession loomed and then-Treasurer Paul 
Keating warned that the nation was in dan- 
ger of becoming a "banana republic." One 
reason is the steady rise in commodity- 
export prices. Wool prices are up about 
35% from May 1993. 

The Australian Bureau of Agricultural 
and Resource Economics says that while 
metals prices will remain weak, the total 
value of Australian commodity exports 
will rise by 3% in 1994-95 to A$49.5 billion. 
The Australian dollar, reflecting demand 
for the nation's commodities, reached a 20- 
month high of 73.2 U.S. cents in May. 

Domesticallv, corporate earnings are at 
an eight-year high. Australia's three non- 
government banks are cases in point. In 
May, ANZ Bank announced a doubling in 
net profit to A$363.8 million for the six 
months to March. National Australia Bank 
reported a 69% rise in net profit, and West- 
pac, which only three years ago suffered 
huge losses, reported a 523% improve- 
ment. m Jacqueline Rees 
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Second Time Around 


Hong Kong regulators again scrutinise Riadys and Allied 


By Henny Sender in Hong Kong 


ndonesia's Riady family has had little 

difficulty expanding its financial and 

property empire in Hong Kong. How it 
did so continues to exercise the colony's 
regulators. For the second time in a year, 
companies controlled by the family are 
under a cloud, along with Malaysian ty- 
coon Lee Ming Tee's Allied Group. 

On May 27, the Securities and Futures 
Commission (SFC) released its report on 
two transactions, concluding that Hong 
Kong's takeovers code may have been 
breached in both cases. The first involves 
purchases of shares in Asia Securities Inter- 
national (ASI) in 1991 by interests appar- 
ently linked to Lee. The second relates to 
the Riady group's acquisitions of shares in 
the same company the following year. The 
report, written by SFC Enforcement Direc- 
tor Stuart Crosby, follows a much broader 
investigation of Lee last year in which the 
Riadys also figured prominently. Action on 
that inquiry is still pending. 

The latest findings will probably have 
more impact on the Riadys' Lippo Group 
than on Allied. They could hurt the Riadys' 
bid for respectability in Hong Kong and 
set back its attempts to court fund manag- 
ers. The family now controls six Hong 
Kong-listed companies and has relied 
heavily on the equity markets to finance 
expansion. More than half its assets are in 
the colony. But doubts in the Hong Kong 
business community about the Riadys' 
business methods persist. 

"When the perception is that you sail 
too close to the wind, you can't afford to 
confirm the perception," said a former 
Lippo employee even before the latest re- 
port was released. Staffers at Lippo con- 
cede that the Riady offer for Asi that 
formed a focus of the Crosby inquiry 
wasn't handled well. 

The SFC corporate-finance department 
has now referred Crosby's findings to the 
quasi-independent Takeovers and Mergers 
Panel for possible action. Crosby declined 
to recommend criminal prosecution for the 
two alleged breaches, citing incomplete 
evidence. Allied declined to comment on 
the findings, while Riady representatives 
couldn't be reached for comment. 

If the takeovers panel agrees that there 
were violations of securities ordinances, it 
could demand that Asi compensate minori- 
ties who were denied a chance to sell 
shares at a favourable price. Such sanctions 
have limited bite. ^The main sanction con- 
sists of calling people names," says one 
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Allied Group chief Lee Ming Tee. 


source close to the SFC. 

Crosby began his investigation in June 
1993. His brief was narrow: he was asked 
to track 60 million Asi shares that were ap- 
parently sold by Asi and its subsidiary, 
Quatro Enterprises, in June 1991 to a Sin- 
gaporean, Wong Sheu Chui. Asi was then a 
private Hong Kong company controlled by 
Australian businessman Bill Wyllie, who 
wanted out. Farlier that year, Lee's Allied 

Group had agreed with Wyllie to purchase 
120 million shares with an option to buy 
an additional 60 million. Wyllie then cast 
about for a buyer for a second block of 60 
million shares. These shares became the 
focus of the investigation. 

Chinachem, a private Hong Kong com- 
pany controlled by mainland Chinese, held 
talks in March 1991 about acquiring the 
block. But the talks were broken off, partly 
because Chinachem demanded certain 
warranties and partly because Lee strenu- 
ously objected. The shares were then 
turned over to Standard Chartered Asia to 
find a buyer. This apparently was Wong. 
Despite representations to the authorities 
that stated Wong was independent of the 
Allied Group, the srC's Crosby traced pay- 
ment for his shares — in a tortuous chain 
— to companies associated with Lee. The 
possible breach of the takeover code stems 
from Allied's alleged failure to publicly dis- 
close that a significant block of shares was 
in play. 

The next part of the inquiry examined 
Allied's announced sale of what was sup- 
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posed to be its entire holding in Asi — 193 
million shares representing a 33.35% stake 
— to companies associated with the Riadys 
in September 1992. The news came one 
month after the first official investigation 
of Lee's affairs was announced. Allied said 
the sale would value the shares at a huge 
premium to market value. 

The sale didn't proceed smoothly. 
Chinachem claims it was interested in ac- 
quiring the block, but was told it would 
also have to buy an additional block of 
about 60 million shares. The existence of 
those shares, however, wasn't known to the 
public, says the SFC report. In addition, the 
combined blocks would take the aggregate 
purchase over the mandatory disclosure 
level of 35%. Chinachem was reluctant. But 
the same month, it bought from Standard 
Chartered a 13.4% stake in ASI that had 
been part of Wyllie's original holding, 

In May 1993, Riady companies made a 

conditional cash offer of HK$1.54 (22 U.S 
cents) a share for all shares of the firm. Two 
days later, Chinachem bid HK$1.98 for all 
shares. But by the first week of June, the 
bidding war ended as companies associ- 
ated with the Riadys announced they had 
secured majority control by acquiring a 
major block of shares — that seemingly 
held by the Singaporean, Wong. In this 
case, the possible breach relates to parties 
allegedly acting in concert to buy shares. 

The second investigation reinforces the 
conclusion of Nicholas Allen in the first 
inquiry that the relations between the 
Riadys and Lee were close. Allen found 
questionable back-to-back financial trans- 
actions between companies controlled by 
Riady and others controlled by Lee. The 
principal Riady company involved in that 
investigation was Stephens Finance, which 

"appears to be Stephen Riady's private 

company to borrow and lend on a more 
flexible basis than the listed companies 
controlled by his family," wrote Allen. 
Stephen Riady is the son of patriarc h 
Mochtar Riady and is in charge of Lippo's 

Hong Kong companies. 

The report concluded that arrange- 
ments between the two groups “were put 
into place to avoid provisions of the listing 
rules in relation to ‘connected transactions’ 
by Lippo Limited." Lee stepped down as 
chairman of the Allied Group after Allen's 
findings were announced. 

The money trail in the latest investiga- 
tion is both confused and incomplete: bank 
secrecy laws make it difficult to trace the 
flow of funds involved in share dealings. 
But the Crosby report found some evi- 
dence suggesting links between Allied and 
the Riadys. One example was a cheque 
written on Lippo Bank in Indonesia to re- 
pay loans made to a company owned by 
trusts associated with Lee's family. At the 
time, the Lippo group claimed financing 
for its ASI acquisition came from the pri- 
vate side of the group. a 
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Fast 
Western Union extends 
money-transfer network 


By Nury Vittachi i in a Hong Kong 


ed up with waiting days for an "in- - 


stant" telegraphic transfer? Relax. 


Soon you'll be able to receive cash - 
from across Asia in more real time. You | 


won't even need to go to a bank to collect it. 


Western Union Financial Services is ex- _ 
;panding its regional network. The Ameri- | 
“can telegraph powerhouse plans to open | 
outlets in such easily accessible spots as | 
supermarkets, post offices, and foreign- — 
‘exchange houses in all major Asian coun- - 
tries except Japan and South Korea by | 


year-end. 


A self-proclaimed "bank for the un- | 


banked,” Western Union posted US$101 


million in operating profits in 1993 largely | 

by providing one-time transfers to Ameri- | 
can residents who don't have bank ac- | 
counts, The company is targeting a similar | 
market in the region. That will put West- - 
ern Union in competition with less formal | 
operations throughout Asia. These systems | 
are not instant, but they are relatively fast | | 
and cheap. A network of such firms has | | 
emerged in Hong Kong specifically to | 


serve Filipina domestic helpers. 


. World-Wide Leader Services, for exam- | 
ple, is a small shop-front operation that can _ 
spirit cash electronically from Hong Kong - 
to Manila within 12 hours. The standard - 
charge is HK$31 (US$4) for any amount | 
more than US$19. Delivery to remote prov- | 
inces, such as Cagayan, takes five to seven — 
days. The Philippine National Bank's Hong | 
Kong office offers a similar service for | 
HK$30 to deliver cash to major cities in the | 


Philippines within three or four days. 


By comparison, Western Union charges | 
a sliding scale of fees tacked to the amount | 
of the transaction. To send US$500 the | 
o. The per- — 


company charges USS45, or 9% 
centage drops as the amount rises. 


Banks often charge a set fee for trans- - 
fers. For instance, moving Hong Kong dol- | 
lars from Hong Kong to another Asian city | 
would cost HK$150 and take one to two | 


days if done through Hongkong Bank. 
Other currencies carry additional charges. 


Western Union has offices in the Phil- 


ippines, India, Singapore, Hong Kong, 


“Australia, New Zealand and Thailand. In | 
“May it opened an outlet in Vietnam; the | 
company is also preparing to move into | 
China. Ji 
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IN INDONESIA WE 
PROTECT 
THE RAINFOREST 
WITH FISH. 


A 
WWF 
project 
has resulted 
in over a hundred 
fish ponds being built 
in the Inan Jaya rainforest 
in eastern Indonesia. Qo 
The fish ponds provide a much 
needed, reliable source of income 
and food for the local community. 
They also produce an invaluable 
by-product; a reason for the villagers 
to take care of the local rain forest. 
The ponds require a supply of clean, 
fresh water. This is only available 
throughout the year if water-retaining 
roots of the neighbouring trees are kept 
intact. Which gave WWF good reason 
to provide plans and concrete for the 
ponds, and fish to stock them with. 
And because we believe it is more 
important to motivate by physical 
example than by just giving advice, 
WWF agricultural extension 
workers helped to construct 
concrete tanks and dig fish 
ponds. Now an entire 
community benefits, and 
the entire community 
runs the fish pond 
programme 
without 
outside 
help. 
If 
you 
would like 
to help us set 
up practical projects to 


save the rainforests, write to the 


Membership Officer at the address below. 





WWE 
World Wide Fund For Nature 


(formerly World Wildlife Fund) 
International Secretariat, 1196 Gland, 
Switzerland. 
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| fices at the firm — 
. gar impresario and China Club founder 
_ David Tang. Along with MKI's other assets, 
_ Hossain picked up exclusive rights to dis- 
_ tribute Havana cigars in Asia. 
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Hong Kong’s Hossain 


thinks big. Too big? 


| By Mark Clifford i in n Hong Kong 


alid: atte is aman Sh vision. 
You'd need vision to think of estab- 
lishing a US$72 million supercom- 





| puter centre in Mongolia, a country that 
_ can barely generate enough power to keep 
| its few lights burning. 


The supercomputer site, which Hossain 


| says will be operating soon, is a joint ven- 
_ ture between the Mongolian Government, 
| Texas-based supercomputer maker Convex 
|! Computer and Ibex, a privately held firm 
; controlled by Hossain. The supercomputer 
| centre, which will specialise in seismic-data 
| processing for the oil and gas industry, 
| projects revenues of US$117 million in the 
| first year of operation. 


Is Hossain for real? Ambitious as it is, 


| the computer scheme is only one in a gag- 
. gle of projects that the 38-year-old Prince- 
| ton University graduate has announced 
| since taking over a Hong Kong shell com- 
| pany, MKI, in April. All-terrain vehicles, 
| financial-planning seminars, wireless tele- 
| communications, power plants — all are 
_ on Hossain’s agenda. Born in what is now 
: Bangladesh, raised in Switzerland and later 
| based in the United States, Hossain’s ambi- 
| tions range throughout China and Central 
| Asia. 


In April, Hossain paid HK$70 million 


|. (US$9.1 million) for 20% of MKI. The Hong 
| Kong-listed firm, which posted a loss. of 
_ HKS$10 million (before extraordinary items) 
| for the six months ended September 30, 
| was previously controlled by local finan- 


cier Arthur Lai — who still maintains of- 
and it is chaired by ci- 


Hong Kong is full of people trving to 


| get rich quick. Despite his monogrammed 
; French cuffs and diamond-studded cuff- 
| links, Hossain says he's cut from different 
. cloth, and that his real interest is economic 
, development. Hence his position as co- 
_ chairman of the Mongolian Development 
| Commission. 


No question but that His Excellency, as 


. Hossain prefers to be known, has big plans 
| for MKL Since taking over the company 
| hardly a week has. passed without the an- 
, nouncement of a major new venture. Be- 
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sides the supercomputer project, Hossain 
has another idea for Mongolia: the Flow- 
ton, an all-terrain vehicle he says would be 
ideal for the country. Flowton’s manufac- 
turer projects sizable Asian sales over the 
next seven years: a staggering US$3.3 bil- 
lion. 

Then thereis the tie-up with the Charles 
J. Givens organisation, a U.S.-based group 
whose best-selling book titles include 
Wealth Without Risk and Super Self. Hossain 
figures the Givens message — that wealth 
comes to those who truly want it — will 
sell well in Asia: to the tune of some 
US$100 million annually. 

Hossain discloses little about his career 
since graduating from Princeton in 1978, 
except to say that he turned down job of- 
fers from a number of Middle Eastern gov- 
ernments and that he has worked for com- 
panies controlled by his family. He is 
equally reticent about where his funding 
comes from, except to say that it's family 





money (“old money, not new money," he 
says). 

Besides, in Asia these days, "funding i is 
not a problem," he says. “Money is chas- 
ing after product.” Coy though he may be 
about his financial resources, Hossain says 
he has lined up some impressive financial 
backing, including Bankers Trust for the 
supercomputer project. MKI says it has se- 
cured US$600 million in lease-back financ- 
ing for the Flowton from a group control- 
led by CoreStates Bank and the Chicago- 
based Pritzker family. 

And MKI has hired people who know 
the infrastructure business. One is Richard 
Stauffer, formerly head economist for U.S. 
construction giant Bechtel. Hossain speaks 
of building MKI into a dominant force in 
Asia, "the kind of company that Bechtel 
should have become." 

What about ventures in his native Bang- 
ladesh? Not for now, says Hossain. “You 
have to focus.” Will Hossain follow his 
own advice? " 
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INDIA 
New Stock Index k 


The Bombay Stock Exchange 
introduced a new share-price 
index, the BSE-200. Exchange 
officials hope the new index 
will provide a better picture of 
overall price trends than the 
30-share Sensitive Index. The 
exchange also plans a U.S. 
dollar-linked version of the 
BSE-200, the Dollex. 


McDowell Scotched 


The Delhi High Court has 
barred Indian liquor company 
McDowell & Co. from using 
labels and packaging that 
resemble those of Glenfiddich 
whisky, made by British 
distillers William Grant & 
Sons. Although McDowell 
plans to appeal the injunction, 
the ruling could strengthen 
foreign companies’ protection 
against trademark 
infringement. 


HONG KONG 
BBC Returns 


Wharf Cable said it would air 
BBC World Service Television 
for four hours a day starting 
on June 11. The deal marks the 
BBC's return to Hong Kong 
after it was dropped from 
StarTV's northern satellite 
beam in April. StarTV, 
meanwhile, launched its new 
music channel, Channel V, in 
the slot previously occupied 
by MTV Asia. 





CHINA 
KFC Takes Flight 


American fast-food chain 
Kentucky Fried Chicken (KFC), 
a division of PepsiCo, 
announced plans to invest 
US$200 million in the country. 
KFC plans to employ 20,000 
Chinese in 200 restaurants in 
45 cities by 1998. 


Data Watch 

Beijing aims to curb localities’ 
reporting of false economic 
data with an inspection 
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A new index to pray over for Bombay’s brokers. 


campaign targeting local 
statistics on industrial and 
agricultural output, farm 
income, investment and prices, 
the official China Daily says. 
During the last 10 years, courts 
have prosecuted more than 
20,000 cases of local officials 
faking statistics to Impress 
their superiors or earn more 
central-government funding, 
the paper said. 


Shougang Sets Goals 


Iron and steel giant Shougang 
is aiming to become the 
world's largest steel producer 
by the year 2000, says the 
China Daily. Shougang will 
expand its main Beijing plant, 
and construct plants in 
Shandong province and 
overseas. Shougang’s hard- 
currency earnings surged 79% 
in 1993, President Luo 
Bingsheng hopes to list the 
company in New York. 


JAPAN 
Bad Loans Count 


Japan's 11 largest commercial 
banks announced that their 
total non-performing loans 
stood at ¥8.9 trillion (US$86 
billion) for the year to March 
1994, a 6.1% increase from the 
previous year. Bad-loan write- 
offs slashed the banks’ 
recurring profits by 41% to 
¥563 billion. 


Pohang Buys Factory 


South Korea's Pohang Iron & 
Steel said it bought a steel-coil 
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factory in Fukuoka for US$11.2 
million. 





VIETNAM 
Power Turn-On 


Hanoi switched on a new 
1,500-kilometre, high-tension 
power line linking the energy- 
rich north with the electricity- 
starved south for the first time, 
the official Vietnam News 
reported. The line, which will 
carry electricity from a plant 
near Hanoi to Ho Chi Minh 
City, is expected to cost at 
least USS600 million. That is 
more than double the original 
estimate. 


ACP Buys Paper 
Kerry Packer's Australian 
Consolidated Press bought 





Foreign direct investment 
flows to and from Taiwan 
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46% of the weekly Vietnam 
Investment Review (VIR), 
published in English and 
Vietnamese with the State 
Committee for Cooperation 
and Investment. VIR General 
Manager Alex McKinnon 
and Managing Director Chris 
Dawe — both Australians — 
retain a controlling interest. 





BURMA 
Joint Ventures Announced 


Malaysian company 
Kalanamas has formed a 
US$16.6 million joint venture 
with state-owned Myanmar 
Farms to produce and market 
juices, jams and other foods. 
Applied Investments of 
Singapore and the Burmese 
Government's Directorate of 
Hotels and Tourism have also 
created a US$600,000 joint 
venture to provide tourist 
services. 


MALAYSIA 
Ekran Delays Iran Plan 


The Ekran group has put a 
M$10 million (US$3.8 million) 
investment project in Iran on 
hold indefinitely after failing 
to secure free-port status for 
the project's location. Ekran 
planned to develop a resort 
and industrial complex on the 
island of Qeshm with South 
Korean and Japanese 
investors. 





TAIWAN 
Hualon Goes to Belfast 


The European Commission 
approved a US$235 million 
textile investment by Hualon 
Teijran to be located in Belfast, 
Northern Ireland. The 
commission also approved 
subsidies for the facility. 
Further support will come 
from the Investment Board for 
Northern Ireland, which 
courted the Taiwanese textile 
giant and helped overcome 
resistance to locating the plant 
in Europe. 
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HONG KONG 
Two Cheers 


y Hong Kong standards, the listing of 

Dongfang Electrical Machinery was 
not a roaring success. The last of the first 
nine H shares — mainland-Chinese com- 
panies listing in Hong Kong — was only 
14 times oversubscribed. Still, after the 
disastrous reception for No. 8, Tianjin 
Dohai Chemical, earlier in May, Dong- 
fang's initial performance was greeted with 
relief. There are, after all, 22 more H shares 
in the pipeline. 

The Tianjin Bohai issue was so poorly 
received that many in the brokerage com- 
munity say the deal is part of Beijing's con- 
tinuing revenge on lead underwriter Jar- 
dine Fleming for what China perceives as 
past offences of the Jardine group. Those 
remarks may be facetious, but they stem 
from serious concerns about the quality of 
some Chinese companies being nominated 
for Hong Kong offers. 

“Tianjin Bohai is a poor company ina 
poor sector with poor equipment,” says 
the head of a Hong Kong brokerage's 
China fund. No investment banker que- 
ried considered Tianjin Bohai among the 
more attractive choices on offer. “Avoid,” 
counselled a research report from Smith 
New Court in Hong Kong, noting that 
Tianjin Bohai had to cut output prices 30% 
in 1992, and "given the current economic 
climate, a repeat performance could be in 
store.” (Abraham Chen of Jardines', who 
worked on the deal, was reluctant to com- 
ment.) 

To many, Tianjin Bohai's reception illus- 
trates "the danger of a centrally planned 
system, [whereby] the state says these com- 
panies are available; you fight for them,” 

says the head of a European bank's Hong 
Kong brokerage subsidiary. "Everyone is 
so desperate they are prepared to take 
whatever they are given, instead of finding 
interesting companies themselves and 
bringing them to market." 

The brighter side of these last two list- 
ings is the clear message to China that 
Hong Kong is becoming more selective. 
But it may be going too far to suggest that 
investors' relative enthusiasm for Dong- 
fang means the worst of the China jitters is 
over. 

“The pools of China-related funds in 
Hong Kong were not given the nod to sup- 
port Tianjin,” notes the European-bank 
broker. “But they were told not to let that 
happen again. The success of Dong fang 
was a rallying around by the big Chinese 
companies here to make sure that didn’t 
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happen again.” 

Fundamentals-driven investors remain 
nervous about earnings prospects in China. 
There is good reason for that. Indeed, two 
Chinese companies making presentations 
to a recent Credit Lyonnais securities con- 
ference in Hong Kong — Maanshan Iron 
& Steel and Shanghai Tyre & Rubber — 
said little to cheer about. 

H-share Maanshan has been hit hard by 
the economic slowdown; steel prices have 
declined 10-30% from their peak last sum- 
mer. The company predicts that growth in 
1994 net will fall short of China’s inflation 
rate (21.5% in the first quarter). Investors 
can expect dilution as well as poor earn- 
ings. Credit Lyonnais predicts cash calls 
beyond 1996 to fund expansion plans. 

The brokerage also predicts flat earn- 
ings for Shanghai Tyre, due to rising inter- 
est expenses (despite a B-share listing that 
helped pay down debt) and the absence of 
foreign-exchange gains. Shanghai Tyre ad- 
mits being hurt by the austerity campaign; 
its vice-general manager, Li Song Fa, says 
his company’s biggest problem is not be- 
ing paid on time. 

Given such gloomy outlooks for cor- 
porate China, investment bankers say it’s 
just as well that most of the next batch of 
H-share companies won't be in shape to 
list soon. The head of equities at a major 
American investment bank even predicts 
that only one third, in fact, will list this 
year (in Hong Kong or New York). 

H-share prices are down 50% from their 
highs last year. Given that sad truth, the 
best news from the past few weeks may be 
better pricing — a must if long-term in- 
vestors are to overcome regrets for last 
year's bullishness. a Henny Sender 


FAR EASTERN ECONOMIC REVIEW. | 


| BANGKOK 





End of.Hope 


à S tock analysts called it “hope value.” At 


a loss to explain the soaring prices of 
Thai telecoms firms' new stock listings in 
recent months, they chalked them up to 
future growth prospects. 

These days, hope seems to count for 
less. Take Thai Telephone & Telegraph 
(TT&D, whose worth is largely pinned to 
the earnings potential of the 1 million 
phone lines it is installing in rural Thai- 
land. The company’s shares had been sell- 
ing at up to Baht 200 (US$7.95) on the grey 
market. But when they finally hit the stock 
exchange on May 31, the price slid, closing 
at Baht 171 — only about 17% above the 
initial-offer price. 

This is in stark contrast to TelecomAsia, 
Thailand's other telephone land-line con- 
cession holder, which made its market de- 
but in December. On its first day, the share 
price more than doubled. The three other 
telecoms firms listed since then enjoyed 
similar early gains before sentiment 
changed. 

"| think this is the end of an era,” one 
analyst says. "People are now generally 
more realistic about telecoms stocks and 
how they will perform. They have a lot to 
choose from." 

Indeed, the number of new listings and 
the size of the TelecomAsia and TT&T 
issues (they are the market's biggest and 
third-biggest, respectively) have dramatic- 
ally reduced the scarcity premium that pre- 
viously drove up prices. 

For TT&T, moreover, the timing was not 
auspicious. Since mid-May, Thai share 
prices had been climbing steadily, buoyed 
by unexpectedly strong corporate earnings 
in the first quarter. The market index rose 
by more than 12% in two weeks, its first 
substantial gain following a precipitous 
decline that began in January. Profit- 
starved investors were eager to cash in, 
and TT&T's shares got caught in the rush. 
On their first day of trading, the Stock Ex- 
change of Thailand index fell nearly 2%, 
with TT&T shares accounting for 30% of 
the day's turnover. 

Analysts also say that TT&T's share per- 
formance has been hurt by the pessimism 
instilled in many investors by the market's 
protracted bear run. That has dimmed en- 
thusiasm for companies whose profit-mak- 
ing ability is still some years off. Thai in- 
vestors, not renowned for their long-term 
perspective, have become even more focus- 
ed on the here-and-now. 

m Gordon Fairclough 
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By Mark Clifford 

e made his considerable fortune 

from soy milk and he is one of the 

world's leading collectors of Chinese 
teapots. So what does the vivacious 85- 
year-old K. S. Lo prefer to drink? "Usually 
water," he says, as his assistant readies an- 
other cup of lukewarm water in a brushed 
aluminium-and-plastic thermal cup. 

Lo's ascent from the poverty of a Hakka 
family in China's rural Guangdong prov- 
ince to soy-milk magnate and teapot con- 
noisseur epitomises the Overseas Chinese 
success story. The grandson of an inden- 
tured servant who had been sent to work 
in Malaysia's tin mines and the son of a 
would-be scholar who moved there after 
failing China's imperial exams, Lo lived in 
Malaysia from age 10 to 20. 

In 1930, the future soya king relocated 
to Hong Kong to attend Hong Kong Uni- 
versity, where he studied commerce and 
law. After graduation, he worked as a 
secretary to Malaysian-Chinese property 
magnate Eu Tongseng. 

But a trip to Shanghai in 1937, on a mis- 
sion to wind up a failed business that one 
of Eu's sons had started, forever changed 
Lo's life. Shanghai in those days didn't 
have much of a nightlife for sober sorts 
like Lo, so he often passed his evenings at 
the YMCA reading and listening to lectures. 
One of those lectures, given by an Ameri- 
can diplomat from Nanjing, was called 
"Soyabean: The Cow of China" and it ex- 
tolled the role that soya had historically 
played in the Chinese diet. 

When refugees fleeing Japanese attacks 
in China streamed south into Hong Kong 
during the late 1930s, Lo found his chance 
to put the Chinese cow back to work. He 
and a group of friends spent weekends 
volunteering in the squalid camps that 
sprouted in the British colony. At the time, 
the Hong Kong Government budgeted a 
paltry 3 Hong Kong cents a day for food. 
To combat malnutrition among refugees, 
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PROFILE 


K. S. Lo 
Hong Kong 





Milk for the Millions 





Grandson of indentured servant in Malaysia epitomises 
the Overseas Chinese success story 


Lo and his friends bought a few hundred 
pounds of soybeans and showed them 
how to make a crude soy milk. 

The milk worked something close to a 
miracle in the camps. Lo, mindful that 
Hong Kong's workers could ill afford meat 
or dairy products, decided to commercial- 
ise the soy milk. In 1940, he set up a factory 
in the colony's Causeway Bay district. 

Vitasoy, as it was known, had an inaus- 
picious start. On its first day of business, 
the company's bicycle delivery boys sold 
only nine bottles of milk. Total revenue: 54 
Hong Kong cents (7 U.S. cents at current 
exchange rates). It was only when Vitasoy 
opened a retail shop that sales took off. 

War put an end to the business after 
less than two years. Fortunately, Lo man- 
aged to sell the firm's stock of soybeans 
and sugar before the Japanese comman- 
deered the company headquarters, giving 
him enough money to survive the nearly 
four years of war which followed. 

What he did with the proceeds of the 
sale was typical of Lo's inclination to go 
against the grain. Rather than investing in 
gold, the usual Chinese store of value, Lo 
bought useful products such as telephone 
wire and tins of anti-malaria medicine. 

In 1942, Lo smuggled his family over 
the border into China, where after a to- 
bacco-farming venture flopped, he went 





A Yixing teapot: new forms for an old craft. 
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back to doing what he knew best: soy. His 
wife made cakes and he made soy milk; 
the business thrived. 

But it was during the boom years after 
the war that Lo made his real fortune. 
Vitasoy, which listed on the Hong Kong 
Stock Exchange earlier this year and is now 
run by his son, Winston, has annual sales 
of more than HK$] billion. 

The company produces more than 1 
million drinks a day. Although soya re- 
mains important, Vitasoy sells everything 
from cow’s milk — it claims to supply 
more than half of the colony’s fresh milk 
through a joint venture with a mainland 


Chinese firm — to chrysanthemum tea. 
I sary to understand his parents. From 
his mother, Lo imbibed a do-good 
instinct. From his scholarly father, he ac- 
quired a taste for the finer objects in Chi- 
nese culture. His teapot collection, which is 
being readied for a world tour, was born 
after he stumbled on a collection of Yixing 
teapots in a Hong Kong antique store. 
Now, more than 3,000 antique teapots later, 
Lo is the major benefactor of the Hong 
Kong Museum of Tea Ware. 

This year, the museum is celebrating its 
10th anniversary with an exhibition of con- 
temporary Yixing pottery. That Yixing pot- 
ters are still plying their trade is in large 
measure thanks to Lo. When he first vis- 
ited the town in 1979, he promised demor- 
alised workers at a factory that he would 
buy a year's worth of teapots from the 20 
best potters. The result was the birth of an 
industry: in 1979, there were some 400 pot- 
ters in Yixing. Now there are more than 
10,000. 

A new wing is planned for the Hong 
Kong tea-ware museum to hold Lo's por- 
celain collection and to promote China's 
tea culture. But for all the talk of Chinese 
teapots, what is Lo's favourite type of tea? 
British-style, ^with milk and sugar," he 
says with a chuckle. E 


Oo fully understand Lo, it is neces- 
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"Its about communication between people. 


The rest is technology.” 


LARS RAMOVIST, President and Chief Executive Officer, Ericsson. 





We expect to be able to communicate with anyone, at any time, anywhere. To be liberated 

from the constraints of time and distance. We expect technology to meet our sophisticated 

communications needs, but still be easy to use. And we want technology to provide us with 
global freedom, but at the same time to have respect for us as individuals. Allowing us to 


reach others - but also to make ourselves available on our own terms. 


Ericsson provides innovative, flexible solutions and services for all types of telecommunica- 
tions networks that are helping our customers open up new business opportunities and supply 
services to end-users. Services thir respect the individual's needs today, tomorrow and well 


into the future. 


70,000 Ericsson employees are active in more than 100 countries. Their combined expertise 


in switching, radio and networking makes Ericsson a world leader in telecommunications. 


Ericsson in Asia: 
Hong Kong & Macau: «852 590 23 88, Indonesia: «62 21 797 50 77. Republic of Korca: «52 27 32 264 
Pakistan: +92 512 13 083, Singapore: «65 259 01 55. Thailand: «66 257 61 333. Japan: «81 354 75 00 33 


Malaysia: «60 355 9] 821. Philippines: «63 28 18 76 46/49. Taiwan: +886 257 900 30 ERICSSON EA 
China: «86 150 511 90/95. India: Fax «91 11 646 8I 7 er 





And you thought we only served Japanese. 


You need a global menu of financial services. Expertise in combining sound advice with 
the most advanced financial engineering. And someone who understands the services you require. 


ES NOMURA 


RC/85/92-09 Nomura International plc. member of the Securities & Futures Authority and the London Stock Exchange 
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YOUR PERSONAL CINEME 
GUARANTEED THE BES 


` 


First and Raffles Class passengers * her can now look forward to something interesting on board Singapore Airlines’ exclusive 
MEGATOP - their own Personal Cinema System. With an individual six-inch video monitor, you can enjoy a choice of six channels 


of entertainment including movies, sports, comedies and current affairs. High-fidelity headphones provide clarity in sound while 





OP 747 


SYSTEM MEANS YOU'RE 
a 


F 


Al IN THE HOUSE. 
X fy je (v P» i 





teca s 7 — : 


and 
Jakarta July 6 - 10, 1994 


Is your company seeking to tap 
domestic and foreign equity markets ? 
Next July's Indonesia Capital 
Market Exhibition and Conference 
is the perfect opportunity. Whether 
to learn the latest about stock 
trading, hedging techniques and 
new investment vehicles, this three- 
day international event will provide 
the scope and expertise necessary to 
answer all your questions and get 
your name known among investors 
and brokers. 


The Exhibition and Conference, 
theme ''The Increasing Role of the 
Capital Market in Indonesia's 
Economic Development’’, will be a 
significant step in promoting this. 
The exhibition itself is aimed at 
attracting foreign fund managers 
and educating the Indonesian public 
about local securities and new and 
upcoming issuances. To be held 
from July 6 to July 10, 1994, at the 
Jakarta Hilton Convention Centre’s 
Exhibition Hall, it will give 
participants an important 
opportunity to promote their 
companies through the media and 
interact with stock market players, 
whether brokers, agents or potential 
investors m 


For further information, Indonesian 
participants please contact : 





The Jakarta Stock Exchange, Inc. 
Research Division 

Gedung Bursa 2nd Floor 

Jl. Medan Merdeka Selatan 14 

Jakarta 10110, Indonesia 

Ph: 62-21-386-2464 

Fax: 62-21-344-6548, 376112 


Overseas participants are requested 
to contact : 


RY 





PACAP Research Center 
College of Business Administration 
University of Rhode Island 
Kingston, RI 02881-0802, USA 

Ph. 1-401-792-5807 

Fax: 1-401-792-4312 


—————— 








LETTERS 








Truth and Consequences 

Frank Ching's column on the case of little 
Hai Ho-tak, the six-and-a-half-year-old 
boy returned from Hong Kong to China 
[The Phantom Governor, EYE ON ASIA, 
June 2], highlights the extraordinarily 
painful nature of these cases. They are ex- 
tremely sad. Sad, first and foremost, for 
the children involved and their families. 
But sad and painful too for the govern- 
ment officials involved, all of whom have 
families and the same feelings and wor- 
ries as others. 

Because of Hong Kong’s position, we 
have to try to control the number of people 
coming to live in our community. If we 
didn’t, the pressures in Hong Kong would 
rapidly become intolerable. So we have 
pretty strict rules which mean that people 


| have to queue — sometimes for months or 
| years — before they are given permission 
| to come into Hong Kong. 


Unfortunately, cases like Ho-tak's are all 
too common. Over 2,000 children have 
been sent back to China over the last three 


_ years. There are an estimated 300,000- 
| 400,000 children in China with a parent in 


Hong Kong, 70,000-90,000 of whom will be 
eligible to come to Hong Kong when China 
resumes sovereignty on July 1, 1997. The 
agreed quota for one-way permits from 
China to Hong Kong has recently been in- 
creased from 75 to 105 per day, precisely 
with the aim of easing the difficulties that 
will be faced in 1997. 

What of Ho-tak's case? I am afraid that 
the sad fact is that the original decision to 
separate the family was Ho-tak's mother's. 
When she came to Hong Kong in 1988 she 
left behind in China her 12-year-old daugh- 
ter, her six-year-old daughter, as well as 
Ho-tak, then just a few months old. The 
youngest daughter — now 12 — is still in 


_ China, where she has been — motherless 
| — for the last six years; and the elder 


daughter, now 18, came to Hong Kong 
only in April this year, on a one-way entry 
permit. Ho-tak's aunt, uncle and grand- 
mother, as well as his middle sister, con- 


; tinue to live in China. 


Ho-tak's case was investigated fully by 


| immigration officials in Hong Kong, who 


; concluded in 1991 that he was born in 


China, not in Hong Kong, and should 
therefore return to China. This decision 
was carefully reviewed, and endorsed, by 
the Immigration Tribunal, an independent 
body. It was subsequently upheld by the 
High Court and Court of Appeal. 
Ho-tak’s parents then appealed to me. 


| This petition was handled in exactly the 
| same way that immigration petitions have 
|! been handled since 1980. The Secretary for 
_ Security is authorised to decide on my be- 
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half. In this case, having been asked about 
it at an Amnesty International meeting, I of 
course made a point of finding out the de- 
tails. Having looked at the papers, I de- 
cided that the decision taken by my offi- 
cials — hard though it was — was the right 
one. 

Allowing Ho-tak to stay in Hong Kong 
would have been the easier decision for 
me, as a father, to take. But it would have 
been wrong. It would have been unfair to 
those children waiting patiently in the 
queue, and to those children who have al- 
ready been sent back to China. Above all, 
it would have sent a clear message that if 
you smuggle a child into Hong Kong, that 
child will be allowed to stay. That would 
have given the green light to child-smug- 
gling across the border from China. We 
would very soon have come to regret the 
consequences of that. 

CHRISTOPHER PATTEN 
Governor 
Hong Kong - 


DX — — — 


Family Matters 
With reference to your May 19 article on B. 
K. Modi [Family Man], I should like to 
clarify that the ModiLuft concept was con- 
ceived by Satish Kumar Modi. ModiLuft is 
totally owned, controlled and managed by 

him as well. 

YASH KOHLI | 
ModiLuft 
New Delhi 


Correction 
Malayan United Industries 
Tan Sri Khoo Kay Peng 
In our May 5, 1994 tssue under the 
BUSINESS BRIEFING section, we published an 
article entitled “Hong Kong: Murdoch Sells 
Out.” The article could have been read as 
suggesting that in purchasing 15.1% of the 
South China Morning Post, Malayan 
United Industries Berhad and Tan Sri Khoo 
Kay Peng may have been in breach of the 
Hong Kong Code on Takeovers and 
Mergers, which provides that where parties 
acting in concert acquire more than 35% of 
a listed company they must make an offer 
for the entire shareholding on the same 
terms. | 
Malayan United Industries Berhad and 
Tan Sri Khoo Kay Peng assure us that they 
were acting entirely independently in this 
acquisition. We accept this and regret any 
implication in our article that the acquisition 
was effected on behalf of a third party who 
was already a substantial shareholder in the 
company. We welcome the opportunity to set 
the record straight. 
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EDITORIAL 


Asia's Welfare 








Learning from the West's forgotten values 


lutionary ideas, the founder of the Chinese repub- 


W hen Sun Yat-sen was asked where he got his revo- | 








eigners, the Englishmen, could do so much as they had 


done, for example with the barren rock of Hong Kong | : 
| new principles, but its faithful adherence to the old verities: 
_ hard work, enterprise, family, thrift, responsibility. Today 


: i within seventy or eighty years, while in 4,000 years China 
| hadi o. place like Hong Kong." 






chance i in 10,000. 





fitness to judge Asia. 


The OECD offered some supporting evidence this month — 


that at least some practices in the West are best avoided. 


The organisation warned that the costly and work-discour- | 
aging welfare apparatus in the West is beginning to strike - 
“at the authority of the democratic system.” This is blunt | 
talk, with a warning for Asia. For too long Western rights | 
advocates have tended to equate social progress with the | 
. ever cuts Japanese enjoy in their income tax today will be 


growth of a welfare state, measuring commitment by gross 


social spending. If Asia has managed to keep its families - 
intact and its economies growing, it is in no small part be- | 
cause countries here have for the most part resisted this | 
temptation. The West has shown how slippery the welfare - 
road can be, with benefits once granted quickly graduating - 


to special interest status and becoming permanent. 


Disdain for the welfare trap is one reason for Asia’s new | 
assertiveness on values. Singapore's caning of a young | 


American led to a high decibel-level debate in the United 
States on punishing crime. Malaysia's Anwar Ibrahim spoke 


for many when he said recently that Asians are no longer | | 
, ministers put their own heads on the chopping block — | 
sider that they still have a civilising mission in Asia," while | | 
he also noted that Asia has its own social problems. When | 


willing to be "lectured and hectored" by those who "con- 
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_ solutions to these problems, but instead a society torn apart: 
lic credited colonial Hong Kong, even though Bri- | 
tish authorities once expelled him for activities against the - 
Manchu Dynasty. In a university commencement address - 
in 1923, Sun said, "I began to wonder how it was that for- - : 
| the term "Asian values." What has brought Asia its new- — 


'hree quarters of a century later, history has come full | 
circle. Hong Kong soon reverts to China, and on the main- - 
land people have traded in their little red books for Adam | 
Smith so enthusiastically that capitalism in China at times - 
seems more full-bodied than in Smith's Britain. In The East | 
Asian Miracle, the World Bank noted that "from 1965 to 1990 - 
the twenty-three economies of East Asia grew faster than all | 
.| Other regions of the world." Among Japan and the four | 
tigers, real incomes increased so rapidly that the report | 
noted the purely statistical likelihood was roughly one — 


- With this new affluence has come a confidence most | 
-| clearly reflected in Asia's new dynamic with the West. Lead- | 
ers here are no longer content to sit back and let Europe and | 
America dictate terms. This creates new frictions, especially - 
in areas such as trade and human rights. Hence the increas- | 
ing reference to "Asian values,” a theme that permeated a | 
recent Asia Society-Dow Jones conference in Singapore | 
where one Asian leader after another questioned the West's | 
|! Prime Minister Tsutomu Hata’s government hanging by a 
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Asians look at America today, for example t they. do not ec d 


where since 1960 violent crime has increased 550% and the | 
illegitimacy rate has soared to 30% from 5% and where ae 
today one child in eight is raised on welfare. — ut 

The social problems of the West make us wonder about 


found wealth is not the discovery of some mystical set of 


these values may be called ^ Asian," but in essence they are - 
also what Sun Yat-sen's generation would have recognised — 
as the "Protestant work ethic" or "Victorian virtues" that | 
helped build the West. The difference between Asia and the | 
West is that Asia still respects the universal values that many 
in the West no longer seem to cherish. a 


Tora! Tora! Taxes! 
Japan’s bureaucrats at it again 





hatever else they might be, the men at Japan's Min- 
W istry of Finance (MOF) are at least broadly biparti- 

san. First they helped bring down the Liberal 
Democratic Party’s rule by pushing for a new and unpopu- 
lar tax on consumption. Then they critically wounded Mori- 
hiro Hosokawa by pressuring him to increase this consump- 
tion tax, which the Japanese public opposed. Today, with 


thread, they appear ready to repeat the deed. 

The MOF's latest manoeuvre comes in the form of new 
estimates in a study entitled "A Technical Estimate on Tax 
Return.” This analyses the much-hated consumption tax, 
which now stands at 3% and which the MOF wants to raise - 
to between 7% and 10%. The MOF’s goal is to transform 
promised cuts in income tax into a net tax increase; what- 


tax tomorrow. Hence the political implications of the new 
MOF figures, which stress that anything less than a 7% con- 
sumption tax would not be enough to fund its spending 
commitments. 

It's not surprising that the MOF would insist on tax in- 
creases even in a recession and despite public opposition. 
Cutting spending, after all, would mean cutting bureau- 


| crats, and bureaucracies do not practise institutional hara- 
| kiri. The policy of tax-and-spend is by no means unique to 


more than clawed back by increases in their consumption | 


Japan. What is unique is the degree to which Japanese prime 


even those who come to office vowing to cut back the bu- | 
reaucracy. Will Mr. Hata's head be next? : 


You meet their needs. We meet yours. In the last two years alone, 


we've opened new offices in Bandung, Bangalore, Batam, Hanoi, 
Ho Chi Minh City, Kandy, Labuan, Qingdao and Taichung. If it’s in HongkongBank 
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SIEMENS 


Telecommunications 


Going Local 


on a Global Scale 


Customers in 119 coun- 
tries around the world put 
their trust in Siemens 
when it comes to their tele 
communications infra- 
structure 


47,000 employees all over 
the world are committed 
to fulfilling customers' 
wishes locally: small instal- 
lations or national major 
turnkey projects, setting 
up local manufacturing 
plants or knowhow 
transfer by training sche 
mes and local mainte- 
nance and service. Our 
digital switching system 
EWSD has already been 
ordered by 155 postal 
administrations 


We prove our readiness for 
cooperation, for example 
in the Asian region: In 
China alone three joint 
ventures are already pro- 
ducing Siemens telecom- 
munications technology. 
The future belongs to the 





customers who are now 
laying the foundations for 
setting up the most mo 
dern telecommunications 
Systems 


On the North American 
continent we are now the 
third largest supplier. There 
is much more to our sub- 
sidiary company Siemens 
Stromberg- Carlson than 
the employment of numer 
ous local software spe- 
cialists 


As well as worldwide re- 
search and development 
centers, we have local ser- 
vice centers from Brazil 

to the Philippines. And so 
we are always right there 
to offer our customers 

the best performance and 
the fastest service 


We are also flexible in 
matters of finance, on 
"Build Transfer Operate 
programs, and offer in 
novative ideas that let our 


" 


customers react ever 
more quickly to the grow- 
ing and changing requi- 
rements of the markets 





Our training center too 
reflects the globality of our 
company. Customers from 
all around the world are 
trained here, with courses 
and programs tailored 
exactly to their needs. All 
together a worldwide net 
work — for our customers 
benefit 


, 


For further information 
please write to 

Siemens AG, Infoservice 
ON/Z150, FEER 

90713 Fürth, Postfach 23 48 
Fax: +49-9113001238 


Germany 


siemens 

Public Networks 
Local Presence - 
Global Player 
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. Company Page 
. Malaysia Airlines 63 
| Malaysian Helicopter Services 63 
. Malaysian Resources 60 
| Mitsubishi 57 
. Mitsui Group 63 
. Modiluft 4 
| Nanyang Siang Pau (Malaysia) 60 
. Nation (Pakistan) 20 
News Corp. 63 
New Straits Times Press 60 
Next (Hong Kong) 28 
Nissho Iwai 55 

| Nomura Securities 58 
| Okura Group 58 
: People's Insurance Co. of China 56 
| PepsiCo 57 
| Peregrine Capital Vietnam 17 
| Philips 50 
| Price Club 51 
RCA 50 
| Rimsat 60 
| Samsung 50,52,63 
| Sanwa Bank 55 
Sanyo 51 

| Shanghai Bell 55 
| Shanghai Volkswagen 53 
| Shangri-La 58 
_ Sharp 55 
, Smith New Court 66 
| Sony 57 
. South China Morning Post 4,13 
| StarTV 63 
| Sun Hung Kai Properties 66 
| Television Digest (U.S.) 52 
Thomson Consumer Electronics 50 
Tongasat 60 

| Tuntex 63 
|| TV3 60 
; UBS Securities 66 
|, Unicom Satellite 60 
| Viewsonic 51 
. Vinaco Trading Centre 12 
` Whirlpool 51 
| Xerox 57 
, Zenith 51 





This index lists significant references to com- 
panies in this week's issue of the Far Eastern 
Economic Review, Pages refer to the page of each 
article where the company reference appears. The 
index does not include reference to companies in 
Focuses, Set Reports. or Where to Put Your 
Money. 
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Subscribe to the Review 
Never risk missing an issue ofthe Review, Asi 
business newsweekly, Dy Subseri ibing tod 
Published since 1946, the Review 13 the wor : 
authority on Asian current affairs, business, T 
economics and investment. RAS 
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Far Eastern Economic Review on Air | 
The Reviews daily half-hour television show is a\: 3 | 
broadcast on satellite network Asia Business. «nem | 
News. Review correspondents and editors discuss a topic in the. - 
news with expert guests. Nury Vittachi tells his on-air Travellers! -— 
Tales. The show, moderated by ABN's Martin Soong, airs at 12: 30 oS 
p. m., 8 p- m. and 10:30 pA m. 1. Hong Kong time, 


Asia 1994 Yearbook | 
Published since 1959, the Review Yearbook is & 
the indispensable guide to the major political B 
and economic events of the year in Asia. The | 
1994 edition. US$46 in hardback, US$34 in NEEMEN 
paperback, includes coverage of 32 countries. esf 
Subscribers to the Review receive a 20% Enti 
discount. Add US$ for Shipping outs! ide at Hong cog 


All-Asia T ravel Guide 5. 
Never take a business trip or vacation without 
your copy of this travel quide to 26 countries in. | 
Asia. This 16th edition, US$23.95, includes a | 
new section on business do's and dons. It is 
the only guide you will ever need for travel in sal 
Asia. Subscribers to the Review receive a 20% — uem 
discount. Add US$6 for shipping outside of Hong Kong. 
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China Trade Report 

This monthly newsletter has the latest inside 
information on trade and invesiment in this 
dynamic emerging market, Edited by Review 
journalists, China Trade Report provides the 
information that no one who does business in 
China can afford to miss. Twelve issues a year for € 
USS425. Subscribers to the Review recel Wve a. 3% discount 
Review 200: Asia's Leading Companies 

This annual survey ranks both the ieadinig 
companies based in 11 Asian counties and 
multinationals based outside Asia to create the. 
annual Review 200. The full results and. 
methodology of Asia's most detailed ranking of | 
leading companies and how they gol to beieaders ae : 
are availabl e for USS95.  Subscri bers to the Review pay n 
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Vietnam Notebook P 
This compilation of articles by Murray Hieber, 
the Review's Hanoi correspondent, sheds fight. 
on a country and an economy opening upto the 
world. This revised edition was updated after the 
U.S. lifted its embargo. Available for 5$17.95. 
Subscribers receive a 20% discount. Add 
USS3. 501 for shi ipping ( outs! ide of Hong Kong. - | 
Review Conference Services | 
Make the Review part of your next conference and Keep your 
meeting well informed about the latest events in Asia: Copies of 
the Revi iew will be del iivered to your c conference at a special rate. 
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Review | Back ‘issues 
purchased for US$9 per cop Y. 


Subscription Services | 
I! you would Uke to subscribe to the Review or if you ar 
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* From the point of view of 
Hong Kong people, it's better for 
Deng to go earlier than later. ’ 


Hong Kong Executive Councillor Edward 
Chen, arguing that questions about 
Chinese paramount leader Deng 
Xiaoping's health make it difficult for 
Chinese leaders to make decisions 
affecting the colony. 





IMPOSE SANCTIONS! A oS 
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“1 just don't understand 
your concern. ' 


Yoshio Ogai, an official in the Tokyo 
chapter of Japan's Liberal Democratic 
. Party, on reaction to his new book, which 


suggests the LDP should copy Hitlers NEWS ITEM: NORTH KOREA CONTINUES TO DEFY INSPECTIONS OF ITS NUCLEAR- 


election strategy. REACTOR CORE BY THE INTERNATIONAL ATOMIC ENERGY AGENCY. 
| “It’s typical. It was kind of stupid. ” 
T | ls | | 
If the country can send satellites and | Futures trader Jerry Hammerschmidt, on a Hong 
missiles into space, it should be able to dry Kong Government briefing for a select group of stock 
up its latrines. ' | analysts about plans to cool the overheated 
l : o B | property market before the programme 
Chinese President and Communist Party chief | was made public. 


Jiang Zemin, launching a drive to make non-leaking toilets 
a national priority. 


| “ This is Japan. Baseball cannot be - d 
“ The police said they'd arrest him — but | in trouble. " 


only for a fee.’ . Japanese Government official Michio Shoji, as he sat amid 
A foreign oil-company executive in New Delhi on corruption | empty seats at a recent ballgame in Tokyo. Japanese 
in India, after a telephone repairman demanded a bribe — baseball is losing fans to the country's new and more 
before fixing his phone. | flamboyant soccer league. 





* It's perfect for 
dissidents and 
exiles. ” 


An Asian traveller, on Air 
China’s new frequent-flier 
programme, which offers 
free tickets out of China — 
one-way only 


" Somebody 
miscalculated. Either 
it was us, or it 
was him.” 
A senior Japanese 
official, on North Korean = 


m NEWS ITEM: CONFUSION REIGNS AS THAILAND STRUGGLES TO REFORM ITS CONSTITUTION. leader Kim Il Sung and the 
1 Nop/Bangkok Past nuclear stand-off. — 
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Kill the Messenger 


The central Vietnamese city of Hue sud- 
denly suspended airing of the BBC TV 
news in mid-May, apparently in an effort 
to block out possible reports that several 
imprisoned local Buddhist monks had 
mounted a hunger strike. Since late last 
year, the city's TV channel had surprised 
Hue residents by relaying the BBC's satel- 
lite news service free to anyone with a TV 
set. Shortly before the broadcasts were cut, 
Vietnamese exiles in France had said that 
several monks had stopped eating to pro- 
test against their arrest in May 1993 for 
blocking traffic during a demonstration in 
which they were demanding greater inde- 
pendence for the Buddhist church. 


Our Ships, Your Docks 


After Malaysia, which has sought train- 
ing and maintenance support for its newly 
ordered MiG29 fighters, Indonesia may be 
the latest Asean country to turn to India 
for low-cost military back-up. But the pos- 
sible link is being kept low-key because it 
is potentially embarrassing to Jakarta's 





Looking to India for a new lease on life. 


high-profile minister for research and tech- 
nology, B. J. Habibie. Defence sources in 
New Delhi say the Indonesians have asked 
if the Mazagon Dockyard in Bombay, In- 
dia’s leading naval shipbuilder, can help 
refurbish their 39-ship fleet of Soviet-de- 
signed warships once owned by the East 
German navy. 


No Loss is Gain 


Taiwan and China are both lobbying to 
enter the Council for Security Cooperation 
in the Asia Pacific, a non-governmental, 
regional security forum set up last year in 
Malaysia. Despite a statement by the 
founding institutions that the group was 
"open to all countries and territories in the 
region," China is trying to exclude partici- 
pation by the Taiwanese. The council's 
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steering committee reached a deadlock on 
the question at its June meeting in Kuala 
Lumpur and has postponed a decision on 
the admission of China and Taiwan until 
its October session. The Taiwanese con- 
sider this a minor victory, and their lobby- 
ing effort to gain entry alongside mainland 
Chinese institutions continues. 


Still Paying the Price 


Indonesians are bracing for another slap 
from the U.S. Congress for the behaviour 
of their military in East Timor. Following 
the Dili massacre of funeral mourners in 
1991, Congress in 1992 suspended U.S. aid 
for training the Indonesian military. But 
Jakarta continued to obtain, for a fee, some 
military training. The House of Representa- 
tives has recently passed a proposal pro- 
hibiting the sale of military training and 
the Senate is likely to follow suit. If the 
proposal becomes law, Jakarta would be 
offended, but the Clinton administration is 
doing little to abort this legislation. 


New Deal, Shanghai-Style 


Former Shanghai Mayor Wang Daohan, 
who is now chairman of Beijing's Associa- 
tion for Relations Across the Taiwan 
Straits, told a recent visitor that conditions 
in the city were approaching the danger 
point because of unemployment and mas- 
sive in-migration. He estimated that Shang- 
hai's unregistered population numbered 
3.5 million, compared to the official popu- 
lation of 13 million. Wang said the city 
should emulate the type of public works 
adopted by U.S. President Franklin Roose- 
velt during the 1930s, when millions of 
unemployed people were put to work 
building roads, dams and other facilities. 


Raiding Russians 


In an ostensible attempt to crack down 
on tax evasion, Russian security forces 
seized US$450,000 in cash and confiscated 
US$10 million worth of merchandise dur- 
ing a raid on Vinaco Trading Centre — a 
Vietnamese trading house — in Moscow 
last month. The raid is the first in an opera- 
tion intended to wipe out what has become 
a burgeoning retail clothing trade in Rus- 
sia, run mostly by Vietnamese and Chinese 
importers. "It's a preconceived plan to liq- 
uidate us" and gain an advantage at the 
same time, says a Vietnamese trader, who 
accused the Russian security forces of 
reselling confiscated merchandise and 
pocketing the money. A Chinese trading 
house was reportedly closed down last 
month as well. 
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Piaget. True values never change. 
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free stay at Sheraton Nusa Indah Resort in Bali, 
or at any one of our extraordinary resort 
hotels. All you do is join ITT Sheraton Club 
International when you make your next 
reservation and you'll be well on your way. It's 
as easy as that to earn special privileges and 
airline miles. For reservations call Hong Kong 
739-3535; Indonesia 21-573-6918: Malaysia 
000-1-001 (toll-free); or Singapore 732-6000. 
There's always a room waiting for vou. As well 


as a holiday. 
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REGIONAL BRIEFING 








INDIA 

Sweet Embarrassment 
Delays in importing sugar to 
overcome a domestic shortage 
have caused intense 
embarrassment for Prime 
Minister P. V. Narasimha Rao. 
Although the government beat 
a censure motion in parliament 
on June 13, opposition parties 
say the delays were deliberate, 
and meant to let private sugar 
producers and traders take 
advantage of rising prices. 


Nuclear Option Open 


India would not "give up the 
choice of producing a bomb," 
Prime Minister Rao said on 
June 11. Rao made the 
comment while rejecting a 
demand by the rightwing 
opposition Bharatiya Janata 
Party that India should 
produce a nuclear weapon 
now. The U.S. has been 
pressing India to sign the 
nuclear Non-Proliferation 
Treaty. India has refused, 
saying the treaty discriminates 
against countries that do not 
already have nuclear arms. 


CHINA 
Nuclear Test 


China exploded a nuclear 
bomb on June 10 at its western 
Lop Nor test site. The second 
such test in recent months, it 
drew swift protests from other 
nuclear nations. A Chinese 
Foreign Ministry spokesman 
said the country advocated a 
total ban on nuclear testing by 
1996, when Beijing expects to 
subscribe to the 
Comprehensive Test Ban 
Treaty. In the interim, analysts 
say, China will pursue a 
testing programme to narrow 
its technological gap with the 
rest of the nuclear club. 


Trial Promised 
Chinese-Australian 
businessman James Peng, who 
has been detained without 
charge for nine months in a 
Chinese jail, will be tried soon 
on corruption charges. 
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BJP backers: bomb demand. 


Australian Deputy Prime 
Minister Brian Howe said 
Chinese Vice-Premier Zhu 
Rongji told him that Peng 
would face the charges, Hong 
Kong's South China Morning 
Post newspaper reported. 
Friends of Peng said he was 
detained after winning a case 
against municipal authorities 
in Shenzhen. 


New Generals 


China's Central Military 
Commission promoted 19 
army officers to the rank of 
general, nearly doubling the 
number of generals in the 
People's Liberation Army 
(PLA). The promotion of the 
seven key regional military 
commanders and eight 
political commissars represents 
the biggest such promotion 
exercise since the PLA restored 
ranks in 1988. 


Trial and Error? 


A Hangzhou court has 
convicted three men and 
sentenced them to death for 
the robbery and murder of 32 
people on a pleasure boat on 
Qiandao Lake on March 31. 
Families of the 24 Taiwanese 
tourists killed in the incident 
boycotted the trial, not 
convinced that the young men 
in their early 20s were the real 
culprits. A Taiwanese official 
said the Chinese authorities 


should conduct more 
investigations. 





VIETNAM 
Home at Last 


The U.S. military on June 7 
repatriated the suspected 
remains of 16 American 
servicemen who died during 
the Vietnam War. The remains 
were recovered during the 
recent 29th joint search 
mission between Vietnamese 
and American authorities. 
Washington and Hanoi 
announced last month that 
they would set up liaison 
offices in each other's capitals. 
The U.S. says the opening of 
full diplomatic relations will 
depend on continued progress 
in the search for its servicemen 
still missing in Indochina. 





PHILIPPINES 
Hostages Freed 


Muslim guerillas in the 
southern Philippines freed 20 
Christian hostages on June 13 
after being paid for their 
"board and lodging," but kept 
a Roman Catholic priest as a 
human shield, officials said. 
The guerillas from the Abu 
Sayyaf group had killed 15 
other hostages after seizing 74 
people on June 8 in retaliation 
for a military attack on fellow 
rebels on Jolo Island. 


- Indicators 
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CAMBODIA 

Journalist Murdered 
Cambodian journalists have 
called on police to investigate 
the death of Thou 
Hammangkul, editor of the 
Antarakum (Intervention) 
newspaper. Hammangkul died 
on June 10 of head injuries 
suffered in an apparent 
beating, according to the 
president of the Khmer 
Journalists Association, Pin 
Samkhon. Local papers 

have come under pressure 
from the government for 
articles critical of the royalist 
Funcinpec party. 


TAIWAN 
Cash, No Apology 


Taiwan's ruling Kuomintang 
has agreed to increase the 
limit on compensation for 
relatives of victims of a 1947 
massacre to NT$6 million 
(US$222,000), but will not 
apologise for it. A 
parliamentary party leader 
said on June 14 that the 
Nationalists also rejected 
demands by the main 
opposition Democratic 
Progressive Party that the 
government trace the prime 
culprit and declare February 
28, the day of the massacre, a 
public holiday. 


INDONESIA 


Unionists Held 
Police have detained two 


? leading labour activists and 


summoned a third as a suspect 
linked to riots which swept the 
city of Medan in April, labour- 
rights activists said on June 14. 
The military has blamed the 
independent Indonesia 
Welfare Labour Union, or SBSI, 
for the week-long rioting in 
which one ethnic Chinese 
businessman was killed and 
much property destroyed. 
Activists said police detained 
the two labour leaders, in 
hiding since the riots, at a 
house in Jakarta on June 13. 
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Tension in Korea: a U.S. soldier checks Patriot missile batteries in the South; (right) Carter flies in for talks with Kim Il Sung. 


NORTH KOREA 


Enough is Enough 


Kim Il Sung tries to make a last-ditch attempt to keep his nuclear 
option, but an exasperated Washington speeds up the 
momentum for UN sanctions on Pyongyang. 


By Nayan Chanda in Hong Kong 


ven by North Korean standards of 

diplomatic bluster and bait, it was 

not a typical week. Amid more 
blood-curdling warnings of reprisal against 
any sanctions, Pyongyang took yet another 
step closer to the brink and announced its 
withdrawal from the International Atomic 
Energy Agency (IAEA). Through private in- 
termediaries it also sent out desperate let's- 
make-a-deal messages. But North Korea's 
offer to open its current nuclear pro- 
gramme to full inspection in exchange for 
United States diplomatic recognition and 
economic aid is unlikely to stem the mo- 
mentum towards sanctions. 

After 15 months of wavering attempts 
to resolve the nuclear dispute by negotia- 
tions the Clinton administration, exasper- 
ated by North Korean tactics and pres- 
sured by its Republican critics, is finally 
headed towards sanctions. But U.S. officials 
say they still hope that after a phased im- 
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position of sanctions North Korea would 
return to the negotiating table and to the 
nuclear Non-Proliferation Treaty (NPT). 

Pyongyang's move on June 13 to with- 
draw from the IAEA in retaliation against 
the latter's decision to suspend technical 
aid further upped the ante. If North Korea 
carries out its threat — delivered privately 
to American diplomats at the United Na- 
tions — of expelling the last two agency 
inspectors and destroying the monitoring 
equipment, its last ties to the non-prolifera- 
tion regime would be snapped. Out of 
sight of international surveillance, Pyong- 
yang could begin reprocessing the newly 
unloaded fuel to make weapons-grade plu- 
tonium. That they still have not withdrawn 
from the NPT and expelled the inspectors, 
says one U.S. official, “gives the North Ko- 
reans a tiny bit of room to manoeuvre over 
the next few days." 

This brief, albeit temporary, respite also 
gives Pyongyang a chance to talk to former 
U.S. President Jimmy Carter, who has 
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rushed to Pyongyang on a private visit as 
an elder statesman — probably with a mes- 
sage from high circles in Washington. 
While Carter has carried out sensitive trou- 
ble-shooting missions since his retirement, 
the North Korean crisis is unlikely to vield 
to even his genial intervention. 

By highlighting that thin thread from 
which hangs its adherence to non- prolif- 
eration, Pyongyang has sharpened the 
message already sent through private em- 
issaries: North Korea is on the verge of 
becoming a nuclear state and the price for 
abandoning this path is diplomatic recog- 
nition and aid. One such private conduit, 
Carnegie Endowment scholar Selig 
Harrison, told the REviEW that in several 
meetings top North Korean officials, in- 
cluding Kim Il Sung, outlined to him a 
two-phase deal involving "a series of syn- 
chronized moves." Their first priority, he 
said, is diplomatic recognition by the U.S. 

“They don't rule out accepting liaison of- 
fices as the first step. They suggest it would 
be much better to go directly into full rela- 
tions. Their first step would be to return to 
the NPT.” In March last year North Korea 
triggered the crisis by giving notice that it 
would pull out of the NPT, and in June, a 
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day before the notice was to go into effect, 
it suspended the withdrawal. 

Harrison said that during the second 
phase "they will freeze the [operation of 
the new] 200-megawatt reactor and the re- 
processing plant [which in turn would be] 
directly linked to a binding contract, bind- 
ing financial commitment, binding deliv- 
ery schedule for a light-water reactor." 
North Korean officials told Harrison that 
when the light water reactor goes into op- 
eration, the graphite-moderated reactor 
and reprocessing "plants will be discarded 
altogether." The officials also said that the 
U.S., Japan and South Korea could collec- 
tively pay for a Russian light water reactor 
— a type that is less prone to diver- 
sion for a weapons programme. 

While the proposal promises fu- 
ture North Korean compliance with 
non-proliferation, it is ambiguous 
about revealing the past — the issue 
that led originally to the demand for 
special inspections of two undeclared 
waste sites and resulted in Pyong- 
yang's threat to withdraw from the 
NPT. The North Koreans told Harrison 
that special inspections cannot be ne- 
gotiated “before the end of our hostile 
relationship” — which he interprets 
as meaning normalisation of relations 
with Washington and probably a 
peace treaty. 

North Korea’s recent statements 
and its withdrawal from the IAEA 
have had one benefit. These have 
clarified more than ever what is at 
stake in this stand-off: on the one 
hand, the fate of the global non-prolif- 
eration regime, and on the other, the 
survival of Kim's regime. 


Although not directly addressing the 
issue of revealing his country's past nu- 
clear activity, President Kim implied that 
such a revelation was out of the question. 
Speaking to Cambodian King Norodom 
Sihanouk (see accompanying story), he com- 
pared inspection demands to a body 
search, and said Pyongyang could not ac- 
cept being stripped naked by international 
inspectors. That indeed is what the IAEA 
would like to do to his nuclear programme, 
both to verify North Korea's original state- 
ment to the IAEA and to uphold the NPT. 

If the IAEA is allowed to conduct special 
inspections of hidden waste tanks or to 
take samples of the fuel rods for analysing 





Kim sends a tough message to the U.S. 


'Nude, Absolutely Naked" 


Cambodia's King Norodom Sihanouk 
has revealed that President Kim II Sung 
had asked him on June 1 to pass a mes- 
sage to the United States about tensions 
on the Korean peninsula, but “I have had 
no opportunity to tell [U.S.] officials," the 
king told the REVIEW. 

"Kim II Sung is my best friend," Si- 
hanouk said, “He told me this: ‘please 
tell your American friends, brother Si- 
hanouk, for my part I will not be the ag- 
gressor in a possible war . . . but if the 
Americans or others start the war we are 
ready to respond. We are prepared to 
face a big war and it will not be victori- 
ous. We will be able to resist and avoid 
defeat. They will be able to destroy the 
infrastructure of Korea, but we have our 
underground equipment and we will be 
able to resist even an atomic war." 

Sihanouk quoted Kim as telling him: 
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“We do not need to negotiate with the 
UN or others, but we need direct nego- 
tiations with the United States of Ame- 
rica." 

According to Sihanouk, Kim said: 
"The reason we refuse inspection in 
depth is just this: we only have secret 
defence systems and organisations and 
the Americans know, perhaps, that we 
have no nuclear weapons, but they want 
to know what exactly our defence sys- 
tem with conventional weapons is. That 
is the reason they want the UN atomic 
agency to make inspections in depth. We 
cannot accept that. Besides the question 
of our sovereignty and national dignity 
and pride, we have our secrets." 

Kim told Sihanouk: "Please compare 
us to a man: They want us to take off our 
shirt, our coat, and now our trousers, 
and after that we will be nude, abso- 


FAR EASTERN ECONOMIC REVIEW 


its past the non-proliferation regime will 
be strengthened at a time when the NPT is 
due for renewal. But the same inspection 
could reveal that Pyongyang has a bomb 
and bring fresh pressure to dismantle it. In 
case North Korea is found not to have a 

weapons capability, the country with its 
bankrupt economy will suddenly be vul- 
nerable to external pressures. Says Alan 
Romberg of the U.S. Institute of Peace, 
“That is exactly why they want to make 
sure that they allow such analysis [and 
scrutiny] to take place only in the context 
of a deal — where they've got political le- 
gitimacy, they've got security assurances, 
they've got economic openings and so on.' 

Both Romberg and U.S. officials 
said that a deal like that was possible 
earlier but is more difficult now after 
North Korea destroved the evidence 
during the recent refuelling operation. 
An administration official closely in- 
volved in Korea policy says: "We are 
now in a sanctions mode.” A lot of 
officials are concentrating on getting 
through the UN a sanctions package 
— and that has a momentum of its 
own, he says. "Once you start down 
the sanctions road it tends to make it 
even harder for people to back off 
unless you craft it in a way that leaves 
a lot of room for wiggling." Washing- 
ton's wish to leave the door open for 
negotiation is also strengthened by 
concern about China's possible oppo- 
sition to a sanctions resolution. 

The security of North Korea and 
its communist regime are of great con- 
cern to China. Beijing would rather 
wish the crisis away than letting the 
West dominate its border region. @ 


lutely naked. What they want us to be is 
a man without defence secrets, just a na- 
ked man. We cannot accept that. We 
would rather accept a war. If they de- 
cide to make war, we accept the war, the 

challenge we are prepared for." 
Sihanouk told the REVIEW: “I think 
the warning should be taken seriously. 
On the one hand, Kim II Sung wants me 
to say a few words to America. So I have 
a golden opportunity with you to tell 
America . . . the words were not hostile 
at all. But he says ‘we are prepared, and 
if America wants a war with us, OK, we 
accept’ .. . on the other hand, Washing- 
ton more or less despises Sihanouk . . . . 
He [Kim] prefers negotiations — even 
without positive results — the continua- 
tion of negotiations . . . he said tell your 
American friends, but I have had no op- 
portunity to tell the officials. No, I don't 
need to tell the officials, as I have been 
telling you; [anyway] they despise me." 
m Nate Thayer 
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CAMBODIA 


Last Act 


Sihanouk unveils plan to retake the reins of power 





By Nate Thayer in Beijing 
> rom his self-exile in Beijing, King No- 





rodom Sihanouk is watching in exas- 

peration as a polarised Cambodian 
Government fumbles with a worsening 
civil war. And he is planting the seeds to 
retake the reins of power. In an exclusive 
interview with the REVIEW, the king un- 
veiled a detailed plan for a national unity 
government firmly under his control. He 
said he would give high positions to the 
Khmer Rouge so the faction would halt its 
guerilla war. 

But Sihanouk stressed that he would 
only assume power with the approval of 
parliament and the two leaders of the coali- 
tion government, especially Second Prime 
Minister Hun Sen, whose Cambodian Peo- 
ple's Party (CPP) controls the bulk of the 
army, security forces and apparatus of state. 

Since it came to power through United 
Nations-sponsored elections in May 1993, 
“the current government has shown that it 
is not capable of stopping the process of 
deterioration of the situation," Sihanouk 
said during the three-hour interview on 
June 11 at his residence in Beijing, where 
he is being treated for cancer. "How can I 
avoid intervening in a few months' time or 
one year's time if the situation continues to 
deteriorate?" 

Sihanouk, 72, was elected king and 
head of state last year by parliament, but 
the role carries little real authority. “If I am 
not too weak physically, I will certainly say 
yes" to a request from parliament to as- 
sume real power, he said. 

“I have no plan to take power now,” as 
the situation "is not desperate enough," 
Sihanouk said. "In case the situation be- 
comes anarchic and desperate, I would 
have to take power for one or two years. I 
did it in 1952 and 1953 to put an end to the 
anarchy of the kingdom . . . so why not 
now before I die, the last mission?" 

Sihanouk's statements may tap a well- 
spring of popular discontent shared by a 
number of influential figures within Cam- 
bodia's government, military and parlia- 
ment who are frustrated by their leaders' 
inability to achieve peace and stability fol- 
lowing last year's elections. These figures, 
according to political sources, have been 
quietly campaigning for Sihanouk to as- 
sume more power to break the deadlock 
in peace talks with the Khmer Rouge. Both 
Hun Sen and First Prime Minister Noro- 
dom Ranariddh, leader of the royalist 
Funcinpec party, refuse any political deal 
that would give the radical faction a role 
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anarchic and 
desperate, | would 
have to take 
power for one or 
two years gy 


in government. 

The king recognised that neither Rana- 
riddh nor Hun Sen would be eager to be 
replaced as premier. “I know that Mr. Hun 
Sen will be red in the face . .. when he will 
read your article," Sihanouk said. ^He will 
say that ‘we were absolutely wrong to elect 
Sihanouk as king, it is extremely bad, ex- 
tremely dangerous, and now he wants to 
retake power and to take the Khmer Rouge 
again in his government. It will be a catas- 
trophe.’ Mr. Hun Sen will attack me very, 
very violently. I know that." 

Sihanouk acknowledged that his bid for 
power would be doomed without the ac- 
quiescence of Hun Sen and the cpp. “If he 
does not support me, it is useless for me to 
go back to Cambodia, because I do not 
want to shed blood to fight a secession led 
by Hun Sen,” he said. “I cannot return to 
power to go back to Cambodia unless | 
have the assurance that Hun Sen and his 
party will join me in my government.” 

“As far as Ranariddh is concerned, I am 
sure that my son will not betray me,” the 
king continued. “He will accept certainly. 
Not with joy. With sadness, certainly. With 
anger, certainly. But he will, I am sure, not 
rebel.” 

Ranariddh has argued for more time in 
power, saying results will be visible next 
year, Sihanouk said. “But there is another 
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opinion among the people and the politi- 
cians. The other opinion is that if they al- 
low this government to go on for one year, 
Cambodia will completely collapse — not 
just the government but the country itself.” 

Sihanouk said his plan for a new gov- 
ernment was “very simple. I will be the 
head of the government. Not just the head 
of state, but the head of government. This 
means my own prime minister." The re- 
gime would have four vice-presidents: 
Ranariddh, Hun Sen, current Finance Min- 
ister Sam Rainsy and Khmer Rouge leader 
Khieu Samphan. "My government can 
only be one of national unity with all par- 
ties," he said. "I will give important portfo- 
lios to the Khmer Rouge." 

Anticipating the objections of the two 
elected premiers, the king qualified his re- 
marks. "I stress to Ranariddh and Hun 
Sen, I want them to know I have no plan 
to replace them. If one day there is a ne- 
cessity for Sihanouk to intervene, I wait 
for a signal from the parliament, a request 
from the parliament, not from demonstra- 
tions . .. . Even with a request from par- 
liament, I will not accept to take power 
unless Ranariddh and Hun Sen say, ‘okay, 
we join you, we accept to be in your gov- 
ernment of national unity’.” 

Cambodia's constitution allows the par- 
liament, by a two-thirds vote, to give ex- 
traordinary powers to the king during a 
time of crisis. This is what supporters of the 
burgeoning movement to install Sihanouk 
in power are aiming for — essentially a 
constitutional coup led by members of the 
two major governing parties behind the 
backs of their own leaders. In fact, Siha- 
nouk noted in the interview that a number 
of senior "politicians, figures in the military 
and in the administration" had appealed to 
him to seize power in recent months. 

Sihanouk said his programme would be 
much the same as that of the current gov- 
ernment: "the rehabilitation and reconstruc- 
tion of the country." Parliament would also 
be maintained. "The only difference is . . . 
no war with the Khmer Rouge and the 
Khmer Rouge in my government. It is the 
only change! The only change! But it is the 
very, very basis of my process of saving 
Cambodia." 

Aides say that Sihanouk will try to 
come back to Cambodia in July, depend- 
ing on the outcome of medical tests to as- 
sess the state of his cancer. He appears 
strong and lively to his many visitors. “1 
still have cancer cells in my bone marrow, 
but I feel quite normal," the king said. 

Sihanouk said his wife and confidante, 
Queen Monique, strongly opposed the 
idea of his resuming power. "So, you 
know I will lose even my wife. But to lose 
my wife, to lose Mr. Hun Sen is nothing 
compared to Cambodia. For me, Cambo- 
dia is my life. If Cambodia sinks I have no 
reason to survive. I have no reason to live. 
I prefer dying." a 
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VIETNAM 


Executive Search 


Dearth of managers hinders economic reform 


By Murray Hiebert in Hanoi 





guyen Trung Truc is desperate. The 
Vietnamese-Australian managing 
director of Peregrine Capital Viet- 
nam can't find managers to help him ex- 
pand his wide-ranging business network. 
"My business will collapse if I don't get 
people," complains Truc, whose joint ven- 
ture with the Hong Kong-based Peregrine 
Capital International is involved in distri- 
bution, marketing, banking, manufacturing 
and property development in Vietnam. 

It was easy to find secretaries to set up 
meetings when he established his repre- 
sentative office in Ho Chi Minh City four 
years ago, says Truc. "But 
when you move to real op- 
erations, it's hard to get de- 
cent managers. The biggest 
problem is middle-level 
managers. | don't even 
dream about the top level." 
Truc started by recruiting 
older, more experienced 
staff from state enterprises, 
but found that they had 
"old habits and many 
hang-ups" developed long 
before Hanoi abandoned 
command economics in the 
late 1980s. When he hired 
younger people, however, 
he found they were 
"smarter and easy-going, 
but they had no experience. 
Everyone has to be trained 
from scratch, beginning 
with secretaries, receptionists and account- 
ants." 

To fill the gap, he has brought in 17 
expatriates, 14 of them overseas Vietnam- 
ese, and is about to advertise for more sen- 
ior foreign managers. "It's slowed us down 
very much," Truc says of the dearth of 
qualified staff. “We could have done four 
or five times as much business [if we'd had 
capable managers]. Since last year, we've 
had to turn down three world-class mar- 
keting franchises, and even so we're 
spreading ourselves thin." 

Truc is not the only one being held back 
by Vietnam's lack of managers. Despite its 
high literacy rate, the country faces critical 
shortages of the skilled personnel needed 
to complete its march from a rigidly plan- 
ned economy to the free market. Besides 
managers, those with skills in marketing, 
law, banking, accounting, administration 
and services are in particularly high de- 
mand. These shortages don't only hobble 
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business operations, they also hamper the 
government's ability to resolve the prob- 
lems arising from the country's drive to a 
market economy. Only 25-40% of Viet- 
nam's 168,000 administrative staff meet 
even "standard requirements," Phan Ngoc 
Tuong, head of the government's Commit- 
tee for Administration and Personnel, re- 
cently told the newspaper Labour. 

"We talk a lot about our economic 
achievements during the past four or five 
years," says Le Chi Hien, deputy director 
of the State Planning Commission's Science 
and Technology Department. Indeed, Viet- 
nam's economy has made more progress 
in the last few years than it made in the 





Truc: ‘everyone has to be trained from scratch.’ 


first decade and a half after the war with 
the United States ended in 1975. "But if 
we'd had better-trained civil servants we 
might have had even better results," says 
Hien. "Most of our civil servants were 
trained in the old, centrally planned eco- 
nomics. They aren't suitable for working in 
the new free-market system." 

To tackle this problem, many govern- 
ment ministries have launched retraining 
programmes for their officials. For exam- 
ple, the staff of the State Planning Com- 
mission, the government's economic 
watchdog, offers courses in micro- and 
macro-economics, economic development, 
administration and law, economic plan- 
ning, foreign languages and the use of 
computers. But the process is slow. "At the 
State Planning Commission, we've re- 
trained 30-40% of our staff,” Hien says. 
“Other offices might have even lower fig- 
ures.” 

The overhaul of the state bureaucracy is 
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further hampered by the fact that many of 
the country’s best and brightest are leaving 
the government to join private or foreign 
companies. To prevent a worsening brain 
drain, the government allows its employ- 
ees to find part-time jobs to supplement 
their poor salaries, but this means they of- 
ten have little energy left for their real jobs. 
Hanoi wants to prune its bloated bureau- 
cracy, but it can’t afford to lose those with 
the skills needed to complete such eco- 
nomic reforms as overhauling the coun- 
try's banking system and restructuring fail- 
ing state enterprises. 

Better pay is one cause for the defec- 
tions from the state sector to the private 
arena, says Nguyen Manh Chuong. His 
take-home pay of less than US$100 a 
month more than tripled when he left his 
job at the State Committee for Cooperation 
and Investment earlier this year to become 
Hanoi manager for a Bangkok-based com- 
pany which exports Vietnamese textiles, 
garments and shoes. 

Another reason for the 
defections is that jobs in the 
private sector are often 
more challenging. “There I 
did the same job every 
day,” Chuong says about 
his government post. “If 
you want to move ahead 
you need a lot of challenges 
to test your ability . . . . In 
my new job, I can still help 
Vietnam and also bring in- 
terest to the foreign com- 
pany. It means both sides 
benefit." 

In an effort to tackle the 
shortage of managers and 
economists, Vietnam’s 
business colleges began in 
the late 1980s to revise cur- 
ricula and retrain teachers. 
The National Economics 
University in Hanoi has added 40 new 
courses and is updating 110 others. But 
because of the shortage of qualified teach- 
ers — most of whom studied economics in 
the former Soviet Union — it will take the 
university another three to five years to fin- 
ish rewriting its course materials, accord- 
ing to Le Manh Luong, head of the univer- 
sity's training department. 

Several foreign donors are trying to 
help. Two years ago, France established a 
management training centre on the Na- 
tional Economics University campus. Swit- 
zerland, in cooperation with the Bangkok- 
based Asian Institute of Technology, has 
established a project to train economics 
professors in Ho Chi Minh City. Similar 
aid programmes are being administered by 
Sweden, Canada and the U.S.-based Ford 
Foundation. 

Some 9,500 students have applied to the 
Hanoi Economics University this year, but 
the institution lacks the teachers and 
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facilities to admit more than 900. Only 
about 1,000 Vietnamese students go abroad 
to study each year. Half of these go to the 
former Soviet Union to study the "hard" 
sciences or foreign languages. Australia 
funds another 200. 

Despite the shortage of skilled workers, 
however, nearly a third of the country's 
university graduates have to search for at 
least six months before finding jobs, says 
Le Thac Can, an adviser to the Ministry of 
Education and Training. Can's daughter, 
who graduated from the Foreign Trade 
College a few years ago, found she had to 
take privaté evening courses in English and 
accounting — and had to save money to 
buy her own means of transport, a motor- 
bike — before she could land a job with a 
Vietnamese tour company. 

A general decline in education that 
began in the 1980s is another reason Viet- 
nam is hard-pressed to find more manag- 
ers. Although the country still boasts an 
adult literacy rate of 88%, many poorly 
paid teachers are abandoning their jobs, 
and school enrolment rates are declining 
despite an annual population increase of 
2.2%. 

According to a recent World Bank re- 
port, enrolment in upper secondary school 


dropped from 710,000 in 1982 to 520,000 | 


by 1991. The number of 20-24-year-olds at- 
tending schools of higher education in 1991 
was only 4.5% — compared with 16% in 
neighbouring Thailand. 

Vietnam plans to boost spending on 
education by nearly 33% this year — to 
Dong 4.9 trillion (US$447 million), but 
much of this will be used to pay teachers’ 
salaries. Little will be left to fund new text- 
books or teacher retraining. "Vietnam's 
education and training system . . . must 
react and adapt to support the rapid pace 
of development,” warned a 1992 Unesco 
study. “If it does not, it risks becoming ir- 
relevant, inefficient and a brake on deve- 
lopment.” 

In such a situation, unconventional re- 
cruitment methods can sometimes pay off. 
When Richard Martin arrived to open the 
Australia & New Zealand Bank branch in 
Hanoi in late 1992, he didn’t even bother 
trying to recruit local bankers. He had read 
a World Bank report which informed him 
that most of what was taught in Vietnam's 
banking colleges was no longer of much 
relevance. 

Instead, Martin placed advertisements 
in local newspapers and on Hanoi televi- 
sion. Within three days, he received 750 
applications, out of which he culled the 
best 30 for their “youth and intellectual 
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MQM supporters rally in Karachi: fears of violence. 


Double 
Whammy 


. Two court decisions bode 








ill for Benazir Bhutto 





By Ahmed Rashid in Islamabad 


he people of Karachi, capital of 

| Sindh province and Pakistan's com- 
mercial centre, had been looking for- 

ward to a period of calm. Only last month, 
businesses had been forced to shut for days 
on end by armed militants of the Muhajir 
Qaumi Movement (MQM), which is backed 
by Urdu-speaking migrants from pre-par- 
tition India. But a couple of court decisions 
have once again put the city on the knife- 
edge of tension. On June 5, Murtaza Bhut- 








| to, estranged brother of Prime Minister 





horsepower." He then brought in bank | 


trainers from Australia and India to give 
his new staff 14 weeks of intensive train- 
ing. He has no regrets about by-passing 
the bankers. "We have a nuclear physicist 
and quite a few engineers," he says. “Engi- 
neers know how to solve problems." — m 


Benazir Bhutto, was freed on bail after be- 
ing held for seven months on sedition 
charges. Four days later, 19 top leaders of 
the MOM, including its supremo Altaf Hus- 
sain, were sentenced in absentia to 27 years 
in jail each. 

Both Murtaza and Hussain used the 
judgments to harangue the government 
and threaten it with dire consequences. A 
few days after Murtaza's release, his con- 
voy of jeeps laden with heavily armed 
bodyguards stormed through two police 
roadblocks in Karachi as he travelled north 
to Larkana to pray at his father's grave. “If 
the government is going to make problems 
for me there are going to be horrible con- 
sequences," he said. "I am in no mood to 


| make compromises.” 


Meanwhile, from his London exile, 
Hussain vowed to take revenge against 
Pakistan's generals and the prime minister, 
accusing them of shutting all doors to his 
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party. He said the court's 
decision had convicted all 
followers of his party, and 
threatened that "the opera- 
3 tion of the people would 
now begin." Expecting vio- 
lence, Karachi residents be- 
gan hoarding food. Some 35 
people were killed and 200 
wounded in May when 
MOM militants fought 
pitched battles with police 
and troops in the city. 

The MQM members were 
found guilty of involve- 
ment in the kidnapping and 
torture of an army major 
and three soldiers in 1991. 
The movement, which has 
a considerable power base 
in urban Sindh, has a his- 
tory of violence against law- 
enforcement agencies. Since 1992, the army 
has hit back with a "clean-up operation" 
against the movement and other terrorist 
groups in Sindh. However, attempts by the 
military to set up a rival MQM, made up of 
those muhajirs who are opposed to Hus- 
sain, have failed to take off. 

The timing of the judgment in the MOM 
case came as a shock to the government, 
fuelling speculation that the army was be- 
hind it. "There can be no hope now for a 
dialogue between the ruling Pakistan Peo- 
ples Party [PPP] and the MOM," said a gov- 
ernment official. According to an editorial 
in the Nation newspaper, the presiding 
judge "relied in his order on circumstantial 
evidence to convict the accused and claimed 
the onus for disproving the guilt lay on the 
defendants." If so, it would be a clear con- 
travention of the prevalent penal code. 

The court judgments are a major blow 
to the prime minister's efforts to stabilise 
Sindh, where she also faces her defiant 
brother. Tensions between the two esca- 
lated after Murtaza returned to Pakistan to 
face six separate cases of terrorism and se- 
dition. Though Bhutto, who has not met 
her brother since he returned to Pakistan 
from 16 years in exile, asked him to join 
the PPP, Murtaza launched into a vicious 
personal attack on his sister. “I am com- 
pletely disillusioned by her. She was 
elected democratically but she rules unde- 
mocratically," he said. 

Murtaza blamed Bhutto's husband Asif 
Ali Zardari, and her close political aides 
for subverting the character of the PPP, 
which was founded by their father, Zul- 
fikar Ali Bhutto. He then called for the for- 
mation of a national government. Backed 
by his mother Nusrat Bhutto, he is making 
a bid for the leadership of the PPP and is 
expected to tour the country to lobby for 
support. With both him and the MOM on 
the rampage in Sindh, the prime minister's 
home province is expecting more political 
storms. x 
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Peru’s ‘El Chino’ 


Fujimori charms China 





By Lincoin Kaye in Beijing 


sked, once, what book he would 
A like to have with him if marooned 

on a desert island, Peruvian Presi- 
dent Alberto Fujimori replied he'd really 
rather have fish hooks and a machete — a 
pragmatic riposte in a league with Chinese 
patriarch Deng Xiaoping's celebrated indif- 
ference to whether a cat is black or white, 
as long as it catches mice. 

Now, after four years of strong-man 
rule, Fujimori would like to amend his 
desert-island survival kit. He still stands 
by his fish hooks, but instead of the ma- 
chete he'd take a katana, or Japanese samu- 
rai sword. "It's a more efficient tool for de- 
molishing the obstacles to development," 
he explained in an interview with the 
REVIEW. "With a machete, the only thing 
you can chop is wood." 

The former maths professor, a son of 
Japanese immigrants, has shown himself 
none too squeamish about wielding a 
sword. He has virtually uprooted the Mao- 
ist Shining Path guerillas and jailed their 
Beijing-trained leader, Abimayel Guzman. 
He confesses himself an admirer of such 
hard-headed, results-oriented Asian lead- 
ers as Deng, Singaporean elder statesman 
Lee Kuan Yew and Malaysian Prime Min- 
ister Datuk Seri Mahathir Mohamad. 

El Chino ("the Chinese," as Fujimori is 
erroneously called by his countrymen), has 
turned Peru from an economic basket-case 
into an investor-friendly "emerging mar- 
ket." But to do so, he's had to dismiss par- 
liament, suspend and redraft the constitu- 
tion, pack a new legislature with his own 
supporters and give his army free rein 
against terrorists and dissenters alike. This 
constitutional coup has earned him the 
opprobrium of Western human rights crit- 
ics. 

And that, in turn, has given him a lively 
appreciation for Asian human rights doc- 
trines. On his June 7-13 visit to Asia, his 
fifth as president, Fujimori repeatedly 
stressed the need to balance collective 
rights against individual rights. He ap- 
plauded the extension of China's most- 
favoured-nation (MFN) trading status with 
the United States, which has been subject 
to annual review ever since Beijing's crack- 
down on democracy in 1989. 

"Sovereign governments must be free 
to pursue development in their own way, 
without outside interference," he says. "We 
lost 1% of our population to the Shining 
Path. That would be proportionally equiva- 
lent to the U.S. losing 250,000 people. And 
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in those 13 years, was there anybody out 
there shouting about the human rights of 
ordinary Peruvians?” The MFN precedent 
encourages Fujimori to hope for a resump- 
tion of American aid to Peru, which was 
cut off when he suspended parliament in 
1992. 

He also looks forward to joining the 
Asia Pacific Economic Cooperation (Apec) 
forum, despite a three-year freeze on new 
membership agreed at the group's summit 
in Seattle last November. Japan has argued 
for Peru's inclusion in Apec's working 





Jiang (/eft) and Fujimori: Peruvian praise, Chinese goodies. 


meetings. So far, Chile is the only Latin 
American Apec member, but Fujimori in- 
sists the organisation should be open to all 
Pacific Rim states. 

East Asia reciprocates Fujimori's admi- 
ration in very material ways. On his latest 
trip to Japan, he picked up not only an 
honorary degree from Keio University but 
also a promise of extensive yen credits for 
sewage, drinking water, harbour and irri- 
gation projects. 

In his formal welcome to Fujimori, Chi- 
nese President Jiang Zemin stressed his 
appreciation of Peru's staunch adherence 
to a one-China policy — a pointed allusion 
to the inroads of arch-rival Taipei's flexible 
diplomacy in Latin America. In Beijing, 
Fujimori netted US$102 million worth of 
soft loans, mostly for imports of Chinese 
capital goods. The Bank of China will pro- 
vide USS40 million for tractors and con- 
struction equipment. Another US$40 mil- 
lion will go for hydropower and other in- 
frastructure projects. Peru will buy US$20 
million worth of civilian aircraft. The re- 
maining US$20 million will go to refinance 
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costlier previous loans. 

China has already emerged as a big in- 
vestor in Peru's bid to privatise its loss- 
making public enterprises, buying out the 
Hierro Peru iron mine for US$120 million 
and promising to inject another US$150 
million over the next three years. The pur- 
chaser, ironically, was itself one of China's 
biggest public enterprises, the financially 
shaky but politically well-connected Capi- 
tal Iron and Steel of Beijing. 

Fujimori, in his brief term, has far 
outpaced his Chinese mentors in privatis- 
ing his country’s public-sector behemoths. 
He has sold off nearly a quarter of Peru's 
200 state-run corporations and liquidated 
the worst loss-makers, including banks. He 
has also put mines, offshore oil conces- 
sions, the telephone company, the water 
works and the electric utility on the auc- 
tion block. As a result of privatisation and 
other macro-econo- 
mic measures, Fuji- 
mori's Peru has seen 
inflation fall from 
over 7,600% in 1990 
to just 20% this year 
to date — well below 
China's current infla- 
tion rate. From a GDP 
decline of 2.6% in 
1992, the economy 
swung over to 75; 
growth last year. For- 
eign exchange re- 
serves have risen to 
nearly US$2.5 billion 
today from nil in 
1988. 

None of this has 
come without a price, 
though. Unemploy- 
ment now runs at 
50% in Peru — a figure that Fujimori says 
should more accurately be termed under- 
employment, since the jobless find work as 
pedlars and service vendors. Still, the lay- 
offs may have taken a toll on his popular- 
ity. Polls in April showed Fujimori trailing 
former UN Secretary General Javier Perez 
de Cuellar, his probable opponent in the 
1995 presidential election, by 38% vs. 47%. 
The rest of the projected vote was scattered 
among likely also-rans. Fujimori shrugs off 
the data. Polls come and go, and a lot can 
happen in the next year. His Japanese de- 
scent helps him project himself not only as 
a neo-Confucian pro-business candidate to 
domestic and foreign capitalists, but also 
as non-white standard bearer for Peru's 
Inca majority. 

Fujimori himself, though, prefers to cast 
the race in economic rather than ethnic 
terms, depicting himself as a champion of 
marginalised Peruvians against vested in- 
terests. Besides, he's always got his samu- 
rai sword — the army — which "naturally 
plays an important role in the development 
of any country." a 
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Radical Reformist 


Shih Ming-teh sets out to purify his opposition party 


By Julian Baum in Taipei 


o more boasts about ruling the 

country within two or three years. 

No more vote-buying, a favourite 
Kuomintang (KMT) ploy. No more fraudu- 
lent lists of phantom party members. Shih 
Ming-teh's agenda for Taiwan's leading 
opposition party represents a radical de- 
parture from the way the political game 
has traditionally been played on the island. 
Yet he says that without internal reform, 
the Democratic Progressive Party (DPP) can 
never be a strong opposition or effective 
ruling party. "One KMT is already too 
many," the newly elected DPP chairman 
told the REVIEW. "We don't want to follow 
their example." 

Since becoming acting chairman late 
last year, followed by his election to a full 
term in May, Shih has tried to set a new 
direction for the DPP. Unlike his predeces- 
sor, Hsu Hsin-liang, who Shih savs cared 
only about winning elections, the new 
chairman says he's "oriented toward his- 
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tory and people .... For some, party mem- 
bership has become a kind of profession, 
and many have lost their sense of purpose 
and their pure ideals,” Shih said. “If our 
methods aren't clean, our results won't be 
clean." 

The most charismatic dissident to 
emerge from the opposition movement of 
the 1970s, Shih spent 25 years in prison for 
advocating the indepe ndence of Taiwan 
from China. In 1992, he was elected to the 
legislature from Tainan City in southern 
Taiwan. His election as opposition leader 
last month was reportedly welcomed bv 
the government, since the other candidates 
were less moderate in their views. Shih 
says that his biggest contribution to the DPP 
is that he is the first chairman to serve si- 
multaneously in the legislature, setting an 
example he would like the KMT to follow. 

Shih's views on party affairs have given 
him a reputation as a purist in a political 
culture saturated with money and corpo- 
rate interests. As acting DPP chairman in 
March, he was disturbed to find some lo- 


cally elected party officials had been buy- 
ing and selling votes. Only a few were in- 
dicted by the Justice Ministry, but several 
dozen were promptly expelled from the 
party on suspicion of improper behaviour. 
The controversial move, which was ap- 
proved by the DPP's 11-member executive 
committee, set Shih apart from his pred- 
ecessor, who was more tolerant of prac- 
tices commonly associated with the KMT. 
“Shih’s policies and his personality are 
widely respected in the opposition,” com- 
ments political scientist Chu Yun-han of 
National Taiwan University. 

Chu predicts that Shih's leadership will 
quicken the decline of the DPP's moderate 
Formosa faction, which has largely domi- 
nated the party since its founding in 1986. 
In ^im past, Shih was identified with the 
DPP's more radical, pro-independence 
wing, which preferred street action and 
social movements to electoral politics. 
Now, Shih views street protests as a way 
of educating people about issues, but says 
the DPP's future can only be realised 
through elections. He says there are two 
circumstances in which the opposition 
movement could resort to violence: if the 
KMT "sells out" Taiwan to the Beijing gov- 
ernment, or if the DPP wins an election but 
is not allowed to take office. “Then the DPP 
would have to use force to defend demo- 
cracy," Shih says. 
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Shih (right) takes over as DPP chief. 


Shih does not use the word purge to 
describe his approach to party reform, but 
some members do. Among other meas- 
ures, he has initiated a "collective inspec- 
tion" of the DPP's membership list, which 
party leaders say has been inflated by thou- 
sands of nominal members enrolled by lo- 
cal candidates to support their bids for 
public office. Some of these names were 
fraudulently enlisted, says Shih, and in 
some cases several hundred names are 
listed under a single household. 

Party members say that one of the big- 
gest obstacles to the DPP’s hopes of becom- 


ing a ruling party in the near 
future is the popularity of Lee 
Teng-hui as Taiwan's first 
native-born rentdéit. But 
Shih contends that popular 
veneration of Lee — a phe- 
nomenon local commentators 
call the "Lee Teng-hui com- 
plex” — is less pronounced 
now than it was several years 
ago, when Lee was locked in 
intense factional fighting with 
the KMT's conservative wing. 

Shih commented that even 
though Lee enjovs high rat- 
ings in popularity polls, he 
carries the burden of the 
KMT's history, having made 
his political career within the 
party bureaucracy. Lee's popularity has 
never been tested in a competitive race, 
Shih adds, pointing out that popularity rat- 
ings do not necessarily translate into votes. 
The president, Shih contends, could best 
preserve his reputation by bowing out of 
the next presidential election, which will 
be by popular ballot for the first time, prob- 
ably in 1996. 

"Lee Teng-hui's biggest contribution 
would be to run a fair and peaceful elec- 
tion," Shih says. "The only reason for Lee 
to run would be protect the interests of his 
followers. This may be sufficient reason for 


Lee's camp, but it would not be good for 
the country." 

The ppp will continue to fight the KMT 
on many policy fronts, Shih vows, but 
would like to reach consensus on defence 
and international affairs. "We're an island 
country, but until now we still don't have 
an adequate defence policy," Shih says. He 
maintains that the government still relies 
too heavily on the army and needs to do 
more to build up the navy and air force. 
He advocates bringing home the tens of 
thousands of soldiers on Jinmen (Quemoy) 
and Matsu, and opening those islands to 
tourism. 

Shih has recognised the importance of 
détente with mainland China and does not 
want to project antagonism towards Bei- 
jing. “It’s not necessary for the DPP to speak 
out loud about indepe »ndence," Shih says. 
He criticises the KMT's international diplo- 
macy, which he describes as crippled by its 
insistence on the one-China concept. “Tai- 
wan should walk out of the illusion that its 
government represents China as a whole, 
and do so through a means which is peace- 
ful and realistic,” he says. 

In Shih's view, Lee's recent visits abroad 
are actually bringing Taiwan closer to the 
realisation of independence. Ironically, 
Shih comments, what Lee is doing is what 
Shih was jailed for advocating more than 
two decades ago. a 
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The Sense of Congress 


U.S. legislators outraged over Taiwan policy 





By Irene Wu in Washington 


H 








idiculous!” is how Sen. Paul Simon 
describes current United States 
policy towards Taiwan. He's not the 
only one in Congress to hold that view, if 
the strong support for his resolution advo- 
cating United Nations membership for the 
island nation is any indication. "Permit 
representatives of Taiwan to participate 
fully in the activities" of the world body, 
the measure advises President Bill Clinton. 
It also supports cabinet-level exchanges 
between Taipei and Washington. 

Simon's resolution is likely to pass 
within weeks — it already has 39 co- 
sponsors in a chamber of 100 
senators. Meanwhile, in the 
annual tussle over the Foreign 
Relations Authorisation Act, 
which deals with funding for 
the State Department, Sen. 
Frank Murkowski has pro- 
posed an amendment reiterat- 
ing the primacy of the Taiwan 
Relations Act as the "law of 
the land." Specifically, the 
amendment seeks to confirm 
the act's precedence over the 
Shanghai Communique of the 
early 1980s during the Reagan 
presidency, which is one of 
three major agreements that 
provide the framework for the 
Washington-Beijing relation- 
ship. 

Both the Simon and Mur- 
kowski measures highlight the divisions 
between Congress and the administration 
over America's Taiwan policy. As it 
headed for a vote in the full Senate, the 
Simon resolution was cleared unanimously 
by the powerful Senate Foreign Relations 
Committee. The timing of the committee's 
decision, just days before Clinton's late 
May announcement that he was extending 
China's most-favoured-nation (MFN) trad- 
ing status, amounted to a clear message of 
support to Taiwan. 

That message would have been espe- 
cially welcome in the context of the slights 
Taipei believes it has been delivered re- 
cently by Washington. Among these was 
Clinton's decision in mid-April to impose 
wildlife trade sanctions against Taiwan, 
but not China, though conservationists 
blame both countries for the trade in 
endangered-animal parts. Taiwan was 
made a target of sanctions "in light of the 
upcoming MFN decision," says Brett 
Lippencott, policy analyst at the Heritage 
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Foundation, a think-tank. With the favour- 
able treatment for China, he says, "it can 
be argued that the rights of animals were 
placed above the rights of humans." 

Talk like this brings out well-rehearsed 
phrases from Winston Lord, assistant sec- 
retary of state, who says, "We will not play 
games or alter our one-China policy." He 
defines that as "on the one hand allowing 
us to improve our relations with Beijing; 
on the other, creating the context not only 
for strong friendship with Taiwan but for a 
strengthening of their security, amazing 
economic development and movement 
toward human rights and democracy." 

The administration fought hard to tone 





down the language of the Murkowski 
amendment, and it was a watered-down 
version of the measure that finally passed 
the legislature and was signed by Clinton 
on April 30. The State Department then 
issued a statement making known that the 
resolution was only a non-binding declara- 
tion of the "sense of Congress." But sup- 
port for the still-to-be passed Simon reso- 
lution rose sharply in mid-May when the 
State Department refused to allow Taiwan 
President Lee Teng-hui to stay in the U.S. 
overnight while in transit to Central 
America, 

Lee did not leave his aircraft, which was 
permitted only a 90-minute refuelling stop 
in Hawaii. Simon expressed dismay at this 
“grudging” reception, while other upset 
senators fired off letters of protest to the 
administration. Two of them, Murkowski 
and Hank Brown, formally invited Lee to 
visit their home states and the U.S. capital. 

As expected, administration officials put 
a positive spin on the incident, portraying 
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the stopover as an improvement in rela- 
tions. “Since 1979 there has not been such a 
high-ranking official from Taiwan on Ame- 
rican soil anywhere," said one official. "I 
am genuinely surprised that anyone could 
consider what we did was anything but 
courteous treatment, fair treatment, and 
indeed, if anything, a step forward.” 

The administration's idea, says a know- 
ledgeable observer of U.S.-China ties, “was 
to handle the transit as cautiously as possi- 
ble so as not to give the impression on ei- 
ther side of the straits that this was an offi- 
cial or semi-official visit.” Other high-level 
officials from Taiwan have visited the U.S., 
he says, but “the president is obviously a 
person carrying a lot more symbolism.” 

Albert Lin, information director at the 
Coordination Council for North American 
Affairs (CCNAA), the Taiwan office that 
handles U.S. relations, would only say: 
“Our relations with the U.S. should be on 
their own merits . . . . We don't want to 
interfere in any way in the bilateral rela- 
tions [of the U.S.] with Beijing, 
just as we don't want Beijing 
to interfere in [Taiwan's] bi- 
lateral relations with the U.S." 

James Lilley, former U.S. 
ambassador to China, was 
more blunt: “I think it is a 
very sad thing for America 
that you take the democrati- 
cally elected leaders of Tai- 
wan and treat them like 
pariahs, whereas you wel- 
come the non-democratic 
leaders of Beijing all over the 
country." With reference to 
U.S. regional interests, Lilley 
says, "If you start treating the 
[Taiwanese] leadership that 
way, it feeds the forces of the 
opposition extremists who are 
demanding independence 
now, and it discredits the moderate gov- 
ernment." 

The extension of China's MFN status has 
raised expectations that the White House's 
long-delayed policy review on Taiwan will 
soon be released. In some quarters, there 
are hopes the review might allow the 
CCNAA's name to be changed to something 
such as the "Taipei Economic and Cultural 
Office," a version used by Taiwan in many 
other countries because it does not have 
the word "China" in it and refers specifi- 
cally to Taipei. 

Some Taiwanese-Americans are hope- 
ful that the administration will change its 
neutral position on support for Taiwan's 
representation in the UN because of the 
public sentiment reflected in congressional 
resolutions. However, says Ralph Clough, 
lecturer at Johns Hopkins University, “the 
problem is not that the U.S. Government 
would not be favourably inclined [to Tai- 
wan's representation in the UN], but that 
China is so unalterably opposed." a 
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Tansil being escorted to court. 


Banking on Friends 


Business and politics mix in Bapindo case 


By John McBeth in Jakarta 


n office janitor, an electrician and a 
fA s mechanic are all 

listed as shareholders and company 
directors. Yet until recently, they didn't 
know it. A retired army general holds 
down the top position of president-direc- 
tor. Yet he has never chaired a sharehold- 
ers' meeting. He claims that while he 
signed cheques, loan applications and 
other documents, he had virtually no idea 
what was going on. 

Welcome to Golden Kev, a little-known 
chemical and manufacturing group that 
secured — thanks to a little help from some 
well-connected friends — a US$430 million 
loan from state-owned Bank Pembangu- 
nan Indonesia (Bapindo) four years ago 
and is now at the centre of the biggest cor- 
ruption scandal to hit Indonesia since the 
privately run Bank Duta took a US$416 
million bath in 1991. 

Golden Key owner Eddy Tansil, alias 
Tan Tjoe Hong, looks like a man slowly 
twisting in the judicial wind. Face parch- 
ment white, eyes flicking nervously from 
black-gowned prosecutor to seated wit- 
ness, he is staring down the barrel of a life 
sentence for causing losses to the state of 
US$448.87 million. Add on the interest pay- 
ments and the figure climbs to more than 
US5620 million. 

It is unlikely Tansil's four lawyers are 
much comfort. Most people seem to believe 
his conviction is a foregone conclusion. But 
it could be another four months before the 
three judges deliver their verdict in a case 
that has focused embarrassing light on the 
role political influence has played in the 
lending practices of Indonesia's state 
banks. 
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“It is not only Bapindo, 
but all the state banks that are 
on trial," says lawyer Rudhi 
Lontoh, who represents for- 
mer Bapindo President Towil 
Heryoto, one of four other 
defendants charged in con- 
nection with the unsecured 
loan. Lontoh points to what 
he says is a major difference 
in regulatory procedures. “If 
this had been a private 
bank," he said, "it would 
never have happened." 

Finance Minister Mar'ie 
Muhammad told a parlia- 
mentary hearing in February 
that non-performing loans held by at least 
six of the seven state banks had reached 
Rps 14.97 trillion (US$7.12 billion), or 21.2% 
of all outstanding credit. Muhammad said 
the 360% increase in bad and doubtful 
loans since 1990 was the result of collusion 
between borrowers and creditors — a situ- 
ation his ministry seemed unable to moni- 
tor or control. 

Bankers say the Golden Key debacle is 
probably one of the reasons why state bank 
lending rose by only 3% in the first quarter 
of this year. Another factor is significantly 
higher interest rates that reflect the govern- 
ment's efforts to head off inflation, after 
encouraging lending for a period in late 
1993, Still, no one is betting on the Bapindo 
case to alter the way the state banks do 
business. "I don't think it will change," 
says one foreign banker, "but I think they 
will be more discreet." Adds an Indone- 
sian risk analyst: "Memo-lending [where 
loans are approved on the strength of po- 
litical influence] has been going on for 
years in a very blatant way. The directors 
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Sudomo wrote 
recommendation letters. 


of the banks are appointed by the cronies. 
The important thing is loyalty. They don't 
worry about the quality of their loan port- 
folios." 

The word "cronies," commonly used to 
describe the business elite in the Marcos- 
era Philippines, is being heard more often 
in Indonesia. It usually refers a handful of 
leading business figures who have used 
their privileged positions to penetrate 
every conceivable corner of the country's 
economy. Economists and other critics 

complain that their monopolistic practices 

are contributing to a high-cost economy 
and offsetting efforts to attract foreign in- 
vestment. 

Established more than 10 years ago by 
Tansil, now 40, and his late father, Golden 
Key seems to have become little more than 
a one-man band. The president and direc- 
tor, Kusno Achsan Jein, says he had only a 
fleeting knowledge of Tansil's business 
transactions. The retired general also testi- 
fied that while the mechanic, the electri- 
cian and the janitor — all employees at 
Golden Key's modest Jakarta headquarters 
— were registered sharehold- 
ers, none held any stock. 

Attorney-General S. H. 
Singgih has already confis- 
cated US$93 million worth of 
Tansil’s property, including 
65 houses and an island fish- 
ing resort off Cilegon on the 
West Java coast. But so far 
the government has not 
taken up the businessman's 
offer of eight Golden Key 
companies, including estab- 
lished fibreglass and metal- 
work concerns, which his 
lawyers claim to be worth 
more than US$695 million. 
Prosecutors maintain the fig- 
ure is grossly inflated. 

The story of how Tansil is alleged to 
have fraudulently secured the US$430 mil- 
lion letter of credit with the connivance of 
senior Bapindo executives has been a cause 
célébre in Indonesian newspapers since 
early in the year. It also adds another in- 
triguing chapter to the history of a family 
that has often baffled the business commu- 
nity with its ability to bounce back from 
severe setbacks, particularly in the early 
1980s. Tansil's elder brother, Hendra Ra- 
hardja, owns the Harapan Motor group, 
which includes the Bank Harapan Santosa. 

Apart from exposing flaws in the bank- 
ing system, the scandal has called attention 
to Tansil's ethnic Chinese background. 
Since his first appearance in the Jakarta 
Central Court on May 7, the businessman 
has been greeted with anti-Chinese abuse 
and shouts of "thief, thief, hang him, hang 
him." His arraignment came only a fort- 
night after labour riots in the North Suma- 
tra capital of Medan inflamed anti-Chinese 
sentiments and led to the lynching of a 
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Chinese factory manager. 

“I think its political," says lawyer Lon- 
toh, who is acting for another of the ac- 
cused, former Bapindo President Heryoto. 
“It’s certain people who don't respect the 
country. They're trying to raise SARA.' 
the acronym for the four issues of sul 
(tribe), agama (religion), ras (race) and antar 
golongan (ethnicity), which the government 
identifies as potentially harmful to national 
unity. 

Lontoh, himself ethnic Chinese, says 
Heryoto has received phone calls criticis- 
ing him for hiring a lawyer of Chinese de- 
scent. Court spectators make no secret of 
their sentiments. “The Indonesian eco- 
nomy is controlled by the non-pribumis 
[non-indigenous people — in this case, 
Chinese] and this is what hap- 
pens as a result,” said Tri Ar- 
yanto, a 22-year-old underwear 
trader. Added Helmi, an ac- 
countant: “There should at least 
be a balance between the pri- 
bumis and the non-pribumis. It 
depends on the goodwill from 
above.” 

The airing of anti-Chinese 
views is receiving some quiet 
encouragement from unknown 
quarters. Eti, an 18-year-old 
schoolgirl, told the REVIEW she 
was one of 20 people from a cen- 
tral Jakarta community given 
transportation money by some- 
one she described as a “neigh- 
bour" to attend one of the twice- 
weekly court hearings. "Eddy 
Tansil is not a native Indonesian, 
yet he can get such a big loan," 
she says. "Surely, this will have 
side effects." 

Tansil is being tried at the same time as 
Maman Suparman, the former deputy 
manager of Bapindo's Jakarta branch, who 
is accused of unlawfully converting the 
loan into a red-clause letter of credit, with 
a Golden Key subsidiary in Hong Kong as 
beneficiary. This mechanism allowed Tan- 
sil to draw the money before the delivery 
of petrochemical machinery he purport- 
edly ordered from South Korean and Chi- 
nese suppliers. According to the prosecu- 
tion, no such deliveries were made. 

Heryoto, another ex-Bapindo president, 
Subekti Ismaun, and two bank directors, 
Sjahrizal and Bambang Kuntjoro, are also 
facing trial. The armed forces chief of staff, 
Gen. Feisel Tanjung, has warned against 
turning the case into a racial or religious 
issue. This is not only due to Tansil's eth- 
nicity, but also because two Christian for- 
mer cabinet ministers, Sudomo (political 
and security affairs) and Johannes Sumar- 
lin (finance), have been linked to the case. 

Sudomo, who is now chairman of Presi- 
dent Suharto's Supreme Advisory Board, 
has acknowledged writing letters of recom- 
mendation for Golden Key to Bapindo. 


Sumarlin, the head of the National Audit 
Board, has been accused by former bank 
executives of overruling a June 1992 board 
decision to halt loan disbursements to 
Golden Key, which had received close to 
half of the US$430 million by that point. It 
is not yet known whether the two ex-min- 
isters will be called as witnesses in the 
Tansil Trial. 

One player whose name has been con- 
spicuously absent from the proceedings is 
President Suharto's youngest son, Hutomo 
Mandala Putra, better known as Tommy 
Suharto. The press has been circumspect in 
noting that Tommy was originally part of 
a joint venture with Golden Key in PT 
Hamparan Rejeki — one of the three West 
Java petrochemical projects which the 
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Former Bapindo President Heryoto and (right) Tommy Suharto. 


Bapindo loan was intended to finance. 

Tommy, the head of the Humpuss 
group, told the Surabaya daily, Jawa Pos, in 
February that he had sold his minority 
stake in the acrylic fibre plant in August 
when he discovered the start-up costs were 
much higher than anticipated. This is an 
apparent reference to the doubling of the 
project's cost from Rps 214 billion to Rps 
428 billion in the four years since it was 
conceived. Hamparan Rejeki is the only 
component of the Serang petrochemical 
complex to have been completed, although 
it has yet to go into production. The two 
other plants, PT Dinamika Erajaya (epoxy 
resin, pvc stabiliser and styrene butadiene) 
and PT Graha Swakarsa Prima (polysty- 
rene), have only reached the site-prepara- 
tion stage after undergoing a similarly 
sharp cost escalation. 

Tommy maintains that although he had 
arranged the initial meeting between Tansil 
and Bapindo's directors, he had no know- 
ledge of the loan itself. “If my testimony is 
needed, then l'm prepared to be a witness," 
he said. Asked by the Jawa Pos interviewer 
whether he thought anyone would have 
the courage to issue him with a court sum- 
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mons, he only laughed. 

Lontoh, the chairman of the Jakarta Bar 
Association, says it is highly unlikely the 
current trial will touch on Tommy's role in 
the joint venture — even if there is a widely 
held public perception that his presence 
may have served as a financial sweetener. 
Asked if he thought Tommy's name would 
get so much as a mention, the defence law- 
yer responded with a laugh of his own. “I 
don't think so," he said. 

Whatever the circumstances, Golden 
Key's loan was approved at breakneck 
speed. At the Tansil trial, Maman testified 
that it took only 18 days to complete a fea- 
sibility study of one of the group's petro- 
chemical projects, a process that would 
normally consume four to six months. 

CIS] Raya Utama, a Jakarta 
think-tank, put Golden Key's 
worth in 1990 at only Rps 70 bil- 
lion and its estimated profit at 
about Rps 5.5 billion. That did 
not, however, include the 
group's overseas operations, in- 
cluding a beer-brewing subsidi- 
ary in China, which seems to be 
its only cash cow. Tansil origi- 
nally set up the brewery in 
Bogor, south of Jakarta, but when 
it collapsed in 1983 he moved the 
plant to Fujian province, where 
by most accounts it has been 
hugely successful. 

The trials have predictably 
turned into an unseemly finger- 
pointing contest — mostly in an 
upwards direction. Indeed, while 
Heryoto attorney Lontoh and 
suparman's counsel, Denny Kai- 
limang, are senior partners in the 
same law firm, they are having to act inde- 
pendently. Lontoh has even moved into 
another office. "Denny hasn't told me any- 
thing," he said before Suparman's court 
appearance. “I don't know what Maman is 
going to say. We're trying to be as profes- 
sional about this as we can." 

Suparman's subordinates have all said 
the deputy manager worked almost sin- 
gle-handedly on the loan, although one ad- 
mitted receiving pens, wristwatches, spec- 
tacles and a tennis racquet from Tansil for 
handling the Golden Key documentation. 
Suparman, for his part, claims he was per- 
sonally pressured by Heryoto (then the 
bank's director of credit) into speeding up 
the loan process. Because of that, he came 
to regard Tansil as a special case. 

The deputy manager says he no longer 
bothered to consult with the head office, 
taking its silence to mean the directors ap- 
proved all his actions. As a result, he ful- 
filled Tansil's request to convert the loan to 
a red-clause letter of credit, and to change 
the beneficiaries of the various disburse- 
ments from the South Korean and Chinese 
suppliers to a Golden Key subsidiary in 
Hong Kong. = 
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Yeung Wai Hong is publisher of Next magazine in Hong Kong. 


Paradise Lost 


ing boats can be found stealing their 

way into the Aberdeen shelter on the 
south side of Hong Kong island. No, these 
junks are not carrying contraband TV sets 
or luxury cars to China. They are carrying 
their catch from a long, hard night of work. 
They come to Aberdeen because it is 
against the law to bypass the government- 
run, wholesale fish markets there. Fisher- 
men caught doing so face up to six months 
in jail. 

Over in the financial district, mean- 
while, Hong Kong's insurance companies 
have it even tougher. Under a new law, 
they are required to keep at least 80% of 
their assets on shore. 

Likewise with restaurants. Over at 
Times Square, the colony's newest mall, 
virtually all the trendy restaurants are do- 
ing business without the required govern- 
ment licences. The reason? Obtaining the 
proper permits can take anywhere from 
nine months to two years. With Hong 
Kong rents reaching skyward, only a fool 
would wait that long. The result is that 
some 1,200 restaurants — a tenth of the 
total — are doing business illegally. 

Welcome to Hong Kong, Milton 
Friedman's celebrated bastion of capital- 
ism. As the publisher of a magazine that is 
a Hong Kong best-seller and committed to 
free enterprise, I might seem to represent a 
classic case of preaching to the choir. But 
though Hong Kong may well be pure rela- 
tive to others, the growing flirtation with 
welfarism has long since knocked Hong 
Kong off the straight and narrow. Indeed, 
if Hong Kong sees its liberties eroded, it 
will likely owe less to the iron fist of totali- 
tarianism than to the bleeding heart of 
creeping welfarism. 

Thus while the rest of the world — with 
Sweden (Sweden!) at the fore — busily dis- 
mantles social-security systems of all 
stripes, Hong Kong's colonial rulers have 
decided to leave as one of their last "gifts" 
the worst system of them all: a tax-as-you- 
go, mandatory old-age pension scheme. At 
a time when even India, the socialist holy 
of holies, has discovered the virtues of 
financial liberalisation, Hong Kong's mone- 
tary watchdog is barking out guidelines to 
banks in an attempt to bring their loan 


E ach morning before daybreak, fish- 


By Yeung Wai Hong 

portfolios in line with planned targets. 

Yes, appearances can be deceiving. Be- 
hind the hustle and bustle of Hong Kong's 
vibrant economy lies an unreconstructed 
welfare state. Some 50% of the population 
now live in public housing, and the pro- 
portion is growing as the government suc- 
cumbs to rising political pressures by ex- 
tending its housing franchise to an ever- 
richer segment of the public. Government- 
funded institutions cater to 90% of the pri- 
mary school students, 82% of the second- 
ary students and virtually all of the univer- 
sity and college students. In health care, 





É For those of us 
preaching the 
gospel of free 

markets and free 
minds, the 
increasing 
intrusion by Hong 
Kong's 
bureaucracy into 
all aspects of 
economic life puts 
us in a terrible fix E 





government-run institutions control nearly 
90% of the available hospital beds. Hong 
Kong has not built a new private hospital 
for more than 20 years. Together, social 
welfare, health and education are taking 
up more than 42% of the government's 
budget, and expenditure is set to expand 
at rates faster than economic growth. 
How have we pulled it off thus far? The 
answer is good, old-fashioned supply-side 
economics — a low, simple and predict- 
able tax system, with generous deprecia- 
tion allowance thrown in for good meas- 
ure. Hong Kong's financial secretary, Sir 
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Hamish Macleod, even boasted in the lat- 
est budget that at 11.259; of GDP, Hong 
Kong's total tax revenue is the lowest of 36 
countries surveyed in a competitiveness 
study. Naturally, when you let people keep 
most of what they earn you encourage en- 
trepreneurs. In 1993 alone, for example, 
more new companies incorporated in 
Hong Kong (61,831) than the net natural 
increase in population (40,229). Hence the 
economic growth. 


las, this structure is already under 
As» — from within, not from 

China. In the face of rising fiscal re- 
serves, which stood at US$18 billion at last 
count and rising, the Hong Kong Govern- 
ment has decided to attack tax avoidance 
as its No. 1 revenue initiative. Caught in 
the government's cross-hairs are service 
companies set up by professionals to lower 
their tax bills. The new approach repre- 
sents a turn from Hong Kong's more mar- 
ket-oriented approach of the past, which: 
would have been to reduce the incentives 
for avoidance by lowering the rates. 

Worse still comes the pressure from the 
proposed Old Age Pension scheme. If put 
into effect, it will raise Hong Kong's effec- 
tive salary-tax rate to 15% from about 9%, 
a whopping 66% jump in one fell swoop. 
This increase, moreover, would be neces- 
sary to fund just one social welfare scheme, 
and do-gooders are known to be an inven- 
tive lot. How many more bright, redis- 
tributive ideas will it take before Hong 
Kong's tax system is no longer low, simple 
and predictable? To put it another way, it 
looks as though the goose that lays the 
golden egg — Hong Kong’s pro-growth 
tax system — has given birth to a welfare- 
state monster that could bring about its 
own demise. 

When I told Milton Friedman 15 years 
ago that Hong Kong was putting into 
shape an American-style consumer-protec- 
tion agency, he cried: “Oh my God,” and 
practically banged his head against the 
wall. For those of us who preach the gos- 
pel of free markets and free minds, the in- 
creasing intrusion by Hong Kong's bureau- 
cracy into all aspects of economic life puts 
us in a terrible fix: what do preachers do 
when even the choir has lost the faith? m 
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DEFENCE 


The Price 
Is Right 


India turns to Russia 
once again for arms 





By Hamish McDonald in New Delhi 
T he hoopla generated by its Prithvi 





and Agni missiles has obscured the 
fact that when it comes to conven- 
tional military hardware, India is in bad 
shape. Take the Indian navy, which sees its 
mission as guarding the territorial waters 
that extend from one of the longest coast- 
lines in the region. The navy also wants to 
be a blue-water force with the ability to 
project power further afield. But equip- 
ment and ambition don't match. It's un- 
clear how much longer India's two aircraft 
carriers can be nursed along. One, the 
Vikrant, is a 19,000-tonne vessel whose hull 
first hit water in 1945. The other, the rela- 
tively modern Viraat, is still undergoing 
repairs after an accident last year. 
The Indian armed forces, especially the 
air force and navy, have faced shrinking 
capabilities since 1991, when the economy 


went into a crisis. The defence budget, | 


meanwhile, dropped from 4% of GDP in 
the late 1980s to a current 3%. The collapse 
of the Soviet Union, which had provided 
about 70% of India's military hardware, 
brought with it a cut-off in supplies of 
spare parts and munitions. But now, with 
the economy on the upswing again, the 
government is slowly coughing up the cash 
for arms purchases. 

Once again, however, due to the pro- 
hibitive costs of Western arms and serious 
lags in indigenous weapons programmes, 
New Delhi is turning to Moscow. Though 
unlike in the past, the Russians, Ukrain- 
ians and Belarussians now demand pay- 
ment in hard currency, their hi-tech equip- 
ment still comes at bargain prices. Besides, 
says retired Maj.-Gen. Dipankar Banerjee 
of New Delhi's Institute of Defence Studies 
and Analysis, equipment already bought 
from the former Soviet Union "can't just be 
thrown away" and will have to be main- 
tained. "There may be less Indian reliance 
on the Russians as far as new equipment is 
concerned, but the Russians and other ex- 
Soviet states will still be among the first we 
go to." 

Aside from sheer economics, New Delhi 
sees a revival of its former closeness to 
Moscow as a counterbalance to pressure 
from the West on strategic issues. Empha- 
sising this renewed friendliness is Prime 
Minister P. V. Narasimha Rao's visit to 
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India's air force urgently needs refurbishing. 


Moscow at the end of June, just six weeks 
after his mid-May visit to the United States. 
All three Russian service chiefs have vis- 
ited India over the past year, and Indian 
army chief, Gen. B. C. Joshi, visited Mos- 
cow in March. 

[n addition, "Russian industry is getting 
much more organised than it was, so its 
ability to meet our demands is more reli- 
able,” says Banerjee. Currently, India is 
negotiating with the Russians for more 
MiG29 aircraft. It wants 30 of the MiG29M 
models — a variant being purchased by 
Malaysia and fitted with Western avionics 
— plus six of a training version called the 
MiG29UM. The suggested price tag of 
about US$700 million is half to two thirds 
the cost of comparable high-performance 
planes from the West. 

Along with continuing to supply India's 
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top-line fighter, the Russians are set 
to beat American and Israeli bids to 
update its 30-year-old fleetof MiG21B 
ground attack aircraft. The Mikoyan 
Design Bureau, makers of the MiG 
series, expects to start a joint venture 
with government-owned Hindustan 
Aeronautics in Bangalore to make 
components for MiG aircraft and 
service them. Last year, then Indian 
Defence Minister Sharad Pawar 
signed an agreement to provide the 
Malaysian air force with training and 
servicing in India for its MiG29s. 

Moscow has also offered to sell the 
Indians one of the Russian navy's three 
40,500-tonne Kiev-class aircraft carriers, 
which carry jump-jets and helicopters. It is 
also willing to sell more Kilo-class conven- 
tional submarines. The Kiev-class carrier 
would serve as a replacement for the 
ageing Vikrant, while the Kilos would take 
the place of India's virtually unseaworthy 
Foxtrot-class submarines. India had been 
building German-designed submarines at 
Bombay's Mazagon Dockyard, but a cash 
shortage terminated the programme with 
the commissioning of the submarine Shan- 
kul last month. A proposal to build an in- 
digenous light carrier has stalled because 
of costs. So the navy might push for an- 
other secondhand vessel if the price is low 
enough. x 
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of risk to attain the possibi- 
lity of a higher than average 
return by spreading of risks. 


The result achieved by 
investors from 

à March 1993 - 

March 1994: 

35.48% p.a.* 


a y * Past performance should 
not be considered indicative 
of future performance 
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& The 
proposal to 
give overseas 
citizens a vote 
... brings to 
the forefront 
the debate 
over Taiwan's 
identity and its 

future y 





Will they get to vote in Taiwan’s presidential election? 


30 


Scrap KMT’s Voting Plan 





Proposal to let overseas citizens vote is fraught with danger 


tionary seeking to overthrow the Qing dy- 

nasty of the Manchus, he found financial sup- 
port among Overseas Chinese in Hawaii and else- 
where. These were the seeds of the close relation- 
ship between ethnic Chinese communities around 
the world and the Republic of China which Sun 
founded and which continues to be run from Tai- 
wan by the Nationalist Party, or Kuomintang (KMT). 

Indeed, the KMT has long pointed to these Over- 
seas Chinese to support its claims to legitimacy. Al- 
though the communist victory in China's civil war 
forced the KMT to withdraw from the mainland, the 
KMT has always claimed to be more than simply the 
government of Taiwan. KMT officials like to say that 
there are some 35 million Overseas Chinese in the 
world, most of whom support them rather than the 
communist government in Beijing. 

Today the KMT has introduced a new twist to 
this old argument. In another move to widen the 
base of the government, the KMT has proposed that 
overseas citizens be given the right to vote in the 
1996 presidential elections — when the head of state 
will for the first time be chosen by the voting public 
rather than by an electoral college. Initiated by 
former Premier Lee Huan, the idea is that the per- 
son thus elected would be regarded as more than 
simply the president of Taiwan; a president elected 
only by voters in Taiwan, says Lee, ^would not be a 
national president." 

In principle the idea of extending the franchise 
to overseas citizens is by no means a new one. The 
United States, for example, allows its citizens to 
send in absentee ballots if they live abroad. In prac- 
tice, however, the proposal is fraught with difficul- 
ties. For one thing, if the president so elected is 
meant to be the leader of the entire Chinese nation, 
it would also be necessary to allow the 1.2 billion 
people on the mainland to vote. Clearly, that is not 
going to happen. Taiwan might, of course, argue 
that while communist control of the mainland pre- 
cluded free elections there, the election as a whole 
would still be valid. 

But Chinese living 
in China are not the 
only problem. The 
vast majority of the 
35 million so-called 
"Overseas Chinese" 
happen to be citizens 
of other countries. 
Many think of them- 
selves as Americans, 
Canadians, Thais, 
Malaysians or Singa- 
poreans, not as over- 
seas citizens of 
China, or even of Tai- 
wan. Most likely, 
they want nothing to 
do with any election 


R ack when Sun Yat-sen was a young revolu- 
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in Taiwan. 

Taiwan itself might be threatened by such an 
arrangement. Were Taiwan to give every ethnic 
Chinese abroad the right to vote, it would run the 
danger of taking its destiny from the people who 
live on the island and are committed to it and 
putting it in the hands of outsiders. 

The problem is to define who will have the right 
to vote. In most countries, every citizen has the right 
to vote. In Taiwan, however, nationality cannot be 
the criterion; at least, it cannot be the sole criterion. 
This is because the nationality law of the Republic 
of China, still in force in Taiwan today, was prom- 
ulgated on February 5, 1929 on mainland China — 
and has never been amended. Under this law, vir- 
tually all persons of Chinese descent are considered 
Chinese nationals. On top of this, it is almost impos- 
sible for them to lose this Chinese nationality, since 
anyone who wants to give up Chinese nationality 
has to apply to the Ministry of the Interior for per- 
mission to renounce his or her nationality. 

This is one problem the government in Beijing 
doesn't have. The communists have promulgated a 
nationality law that recognises ethnic Chinese of 
foreign nationality as foreigners rather than Chinese 
nationals. Anyone who acquires a foreign national- 
ity through naturalisation automatically loses Chi- 
nese nationality. 


he KMT, cognisant of the possibility of being 
I overwhelmed by overseas voters, last month 
narrowed its definition of overseas nationals 
eligible to vote by proposing that only people who 
used to live in Taiwan, or who still hold domicile 
records in Taiwan or one of its islands, be given the 
right to vote. Such a move would bring the num- 
bers down considerably, to about 180,000. Even so, 
many of these people, too, have already acquired 
the nationality of their host country. 

The point is that the proposal to give overseas 
citizens a vote contains a fundamental contradic- 
tion. Designed to enhance the legitimacy of the 
president thus elected, it would more likely lead 
voters in Taiwan as well as abroad to begin to ques- 
tion whom exactly this new president is supposed 
to represent. Thus it brings to the forefront the de- 
bate over Taiwan's identity and its future, particu- 
larly whether the island should declare itself an in- 
dependent country and give up thought of unifica- 
tion with China. 

All of which suggests that while Taiwan may be 
ahead of mainland China in many areas, in the area 
of nationality law it is lagging behind. A nationality 
law that claims citizenship for anyone of Chinese 
ancestry simply is not workable, for Taiwan no less 
than China. Unless Taiwan can come up with a sim- 
ple definition of who its overseas citizens are, and 
which ones have the right to vote, it should drop 
this controversial proposal. Otherwise, the president 
who emerges from such a process will find himself 
reaping confusion rather than gaining legitimacy. 8i 
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TRAVELLERS' TALES 





WORKING ON THE CHAIN GANG: The 
best thing about chain letters is that they 
reveal that so many slick, no-nonsense 
business people are just superstitious peas- 
ants at heart. 

The latest "you-will-have-bad-luck-if- 
you-break-the-chain" letter I received has 
many big name signatories on it. Red capi- 
talist Larry Yung of Citic Pacific sent his 
copy on, with the words: "May these let- 
ters bring us all Many More Luck and 
Good Health!" Tony Nicolle, former top 
banking official of Hong Kong, sent his on, 
adding: “I don't walk under ladders — or 
ignore risks like this one. Can you afford 
to?" Others who sent the chain on include 
Hank Townsend, the senior official build- 
ing Hong Kong's new airport. 

I also note the emergence of a new ver- 
sion of the traditional letter sent to me by 
reader Pete Gallo: 

This letter has been sent to you because 
somewhere in the world is an idiot who believes 
you will appreciate it. Send 20 copies to people 
who you think need good luck, or, if vou don't 
know any, just send it to some gullible fools. 

Constance Diaz received the letter in 1963. 
She asked her secretary to make 20 copies and 
send them out. A few days later, somebody 
whom she had never met won a large pink teddy 
bar in a church raffle. 

Joe Green of lowa received the letter and 
threw it in the bin. Nine days later, he died. 
Fortunately, the garbage collectors found the 
letter and he made a perfect recovery. 

In 1987, the letter was received by a young 
woman who received US$50,000. Later she was 
arrested by police as this was her share of an 
armed robbery she had taken part in. 

Do not break the chain. Within three days, 
something may or may not happen to someone 
you may or may not know. 





TICKET OR LEAVE IT: A classified ad 
from a recent copy of Hong Kong’s TV and 
Entertainment Times says: “Fleas and Tick- 
ets affecting your dog? Hong Kong Veteri- 
nary Centre has Hong Kong's only hydro- 
bath. This ‘jet spa’ is the best way to treat 
your dog for external parasites.” 

If my dog ever comes home with tickets 
to an Andrew Lloyd-Webber show, I shall 
certainly have him seen to. 





COAT D'AZUR: This headline (below), from 
the Times of India, May 10, was sent in by 
N. S. Deshpande of Baroda. So much for the 
Coats. What about the Trousers? 


Serb 
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IT’S A HUMAN: The Green Lantau Associa- 
tion Newsletter is printed by a gentleman 
called Human Lee, | hear from Kathy Grif- 
fin of Hong Kong. “He can do anything 
Human-Lee possible,” she opined. Why 
name a child “Human?” What had his 
mother been expecting? 





aW On lesbianism. 
The newspaper said the two 
women had become friendly earlier 


this year and then began living 
together in a rented room. 














Company sends you great driver 
Or fantastic secretary! 
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MANICURE: This ad was positioned di- 
rectly under an article about the growth of 
Chinese lesbianism in the Korea Herald, | 
hear from James Edwards of New York. I 
guess the layout department must have 
been trying to be helpful. 





CHANGELING: Thirsty travellers using 
the soft drinks machines at Tokyo rail sta- 
tions got a surprise recently. They expected 
500-yen coins in change, but received vir- 
tually worthless foreign coins. 

After two days, the East Japan Railway 
Co. admitted they had loaded Iranian 50- 
rial coins, worth three yen, into 18 ma- 
chines, said Kyoto News Service. The com- 
pany's excuse? Customers had cheated 
them by inserting foreign coins, so they 
decided to put 
them back. | 
know one firm 
which is not go- 
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ing to win an Ethical 
Business of the Year 
award. 





POOP CULTURE: The 
good people of Kota 
Baru in Malaysia like to 
consume a drink called 
Kickapoo Joy Juice 
(right), I am told by 
Adam Hansrod of Singa- 
pore. Well, each to his 
own. 





HAS-BEAN:  Alice's 
House Restaurant in Tai- 
pei serves "Beancrud 
and Vegetables,” I hear 
from Stephanie Mitchell of Hong Kong. “A 
case of truth in advertising," she said. 








BOOBY PRIZE: Barbara Rockefeller of 
Connecticut was at a conference in 
Bangkok when she made the mistake of 
giving the organiser a present. In return, 
she was given a gift of a large, ugly, green 
ceramic pot. What could she do? It 
wouldn't fit in the case. If she left it in the 
hotel, staff may send it on after her, she 
feared. 

Barbara left it outside one of the hotel 
guestrooms with a note saying: "To Our 
Friends, From Your Friends." 





IN THE BAG: Frederik Mowinckel of TNC 
International found this airline-type 
arrangement on the back of the seat in front 
of him in a Shanghai taxi. "They must 
assume the driving makes the visitors sick," 
he said. 





Have a tale to tell? Call (852) 508 4382, fax 
(852) 503 1530 or write to GPO Box 160, 
Hong Kong. 
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Transplanting God 


Asian immigrants are building Buddhist and Hindu temples across the U.S. 


By Arthur J. Pais and Etta Sanders 


hen Vietnamese refugees in bat- 
tered wooden boats battled ocean 
currents in the 1970s on a long, 
tortuous journey to what they hoped 
would be a life of freedom in America, they 
carried hardly any worldly possessions. 
However, many of the refugees, devout 
Buddhists, did carry religious icons, often 
secured to their bodies. 

Chrys Thorsen, an official of the Bud- 
dhist Sangha Council in Los Angeles, ex- 
plains: “They were afraid there would be 
no Buddhist temples here for them. The 
one thing they were not going to leave be- 
hind was their religion." 

They did not know it, but there already 
were Buddhist houses of worship in the 
United States, built mainly by Chinese and 
Japanese Buddhists, and open to all believ- 
ers. But the influx of new immigrants from 
Southeast and South Asia since the 1970s 
has led to the construction of many more 
temples. Experts put the number of Asian 
temples, shrines, monasteries and retreat 
houses in the U.S. today at 1,500. Some sit 
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on sprawling estates spread across hun- 
dreds of acres while others are merely 
areas set aside in private homes. 

An estimated US$200 million has gone 
into the purchase of the land and construc- 
tion of these temples. Part of the money 
has come from overseas Buddhist temples, 
while a substantial amount has been raised 
trom the immigrants. And at least US$100 
million is currently being raised for new 
temples and the expansion of the existing 
ones. 

The Immigration Act of 1965, which 
ended national origin quotas, was followed 
by an influx of thousands of immigrants 
from the Indian Subcontinent and South- 
east Asia. According to Ron Takaki, pro- 
tessor of ethnic history at the University of 
California at Berkeley, the arrival of the 
immigrants led to a boom in Buddhist, 
Hindu and Sikh temples. "It took them 
about a decade to settle down, and once 
they had made their homes and saw their 
children doing well in schools and colleges, 
they began building temples," he said. 
There are at least 3 million Buddhists and 
1 million Hindus in the U.S. 
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Some of the temples were built from 
scratch; some were converted from dilapi- 
dated churches, and in one case, a former 
mental institution on a 237-acre property 
in Talmage, California was transformed 
into a temple complex called City of a 
Thousand Buddhas. 

The new immigrants even brought 
about a revival of Buddhism across Ame- 
rica. Second- and third-generation Asian 
Americans had, for various reasons, lost 
interest in the religion of their parents and 
grandparents. Even those who continued 
to practise their religion made accommo- 
dations "to appear less foreign," according 
to the Reverend Himaka, a director of the 
Buddhist Churches of America. Japanese 
Buddhists, for example, began using the 
word "church" instead of "temple." But 
now, a move is being made to revive the 
use of the word "temple." 

As the Buddhists went about their tem- 
ple-building, so did Hindus and Sikhs. The 
monthly magazine Hinduism Today until 
recently listed temples and ashrams across 
America under the heading “Find God and 
Gods in your City.” It gave the locations of 
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more than 75 Hindu temples and ashrams 
across America but, even as the list was 
updated each month, unknown to the 
magazine a coconut or two was broken 
amidst the chanting of mantras at a 
ground-breaking ceremony for another 
temple. 

In Memphis, Elvis Presley's home town, 
last year the nadaswaram (Indian reed mu- 
sic) was heard when a temple costing US$3 
million was consecrated. Some Hindu tem- 
ples, cast in the mould of famous Indian 
structures, sit on sites exceeding 100 acres. 
According to conservative estimates, Hin- 
du immigrants have donated US$125 mil- 
lion in the last decade for temples. (Apart 
from these temples, about two dozen other 
facilities such as the Hare Krishna temples 
and ashrams costing over US$100 million 
and built mostly with donations of Ameri- 
can devotees have come up.) In addition, 
more than a dozen gurudwaras have 
emerged to serve the Sikh community. 

“Immigrants have al- 
ways brought their religions 
and reshaped them in 
America," says Raymond 
Brady Williams, author of 
Religions of Immigrants From 
India and Pakistan. "When 
they build the temples, it 
shows that they are no more 
sojourners. They have found 
their roots in this country." 

But immigrants have also 

encountered opposition 
from the local people. For 
example, a few years ago, 
barely a week after Bocha- 
naswami Swaminaryan 
Sanstha, an affluent reli- 
gious sect from India, 
announced plans for a 
US$100 million temple 
complex in Independence, 
a small New Jersey town, 
opposition began brew- 
ing. Video cassettes of a 
tape, Gods of New Age, pro- 
duced by a fundamental- 
ist Christian group, began 
circulating among the 
3,000 residents. 

The tape described 
yoga as mind control. 
Mahatma Gandhi was de- 
picted as a sex pervert, 
and devotion to a guru was associated with 
Nazism. There were references to Shree 
Rajneesh, the controversial free-sex Indian 
guru who had established a commune in 
rural Oregon, and to the Hare Krishna 
commune in New Vrindaban, West Vir- 
ginia, which was embroiled in sex and 
murder scandals. The town's zoning laws 
were suddenly changed to restrict new 
buildings to single-family dwellings. 

"Zoning is often used as a thinly veiled 
way of exerting prejudice," Thorsen says. 
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Adds Malti Prasad of The Hindu Temple 
in Livermore, California: “On the surface, 
they bring the argument of congestion. But 
in their hearts they fear we will establish a 
cult like the one in Jones Town" where 
hundreds died in a mass suicide. It took 
over six years for the Hsi Lai Temple 
project in Hacienda Heights to get permis- 
sion from zoning authorities. The US$30 
million temple, consecrated four years ago 
and perched atop a hill overlooking an 
affluent Los Angeles suburb, was partly 
financed by the Taiwanese mother temple. 

Some temple-builders have become 
smarter. "On one hand we try to buy the 
houses and the property around the pro- 
posed temple," says a leader of The Hindu 
Temple in New York. "And on the other 
hand, we sit down across the table and dis- 
cuss the tenets of our religion and convince 
the opposition that we are not a suicidal 
cult." 

Even after opposition is overcome and 
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a temple is built, it is fre- 
quently confronted with 
other problems, princi- 
pally vandalism. The Bha- 
ratiya Temple in Troy, 
Michigan, was vandalised 
five years ago soon after it 
was consecrated. The at- 
tack took place on the an- 
niversary of Kristallnacht 
in 1938, when Nazi gangs 
in Hitler's Germany burn- 
ed synagogues and de- 
stroyed Jewish businesses. 
A Nazi swastika was painted on the tem- 
ple's outer walls. The walls of The Hindu 
Temple in New York, the first such facility 
in the U.S., were daubed with such slogans 
as: “Hindus Go Back Home.” 

Some critics question how long the 
temples can sustain themselves. “Many of 
them have taken loans from banks owned 
by the Indian Government,” says one. 
“And right now, they cannot pay the inter- 
est, for they are dependent on donations 
from devotees and fees.” There has been a 
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Hsi Lai Temple in California; (/eft) priest 
Bhattar of The Hindu Temple, New York. 


steady attrition in donations at Sikh tem- 
ples following political problems between 
Sikhs and Hindus, and the latter have 
stopped visiting them. 

Others question the relevance of the 
temples to life in America. The late 
Surendra Saxena, who was president of the 
Association of Indians in America, asked 
“what appeal these temples will have to 
the second and third generation of Hin- 
dus.” He said: “Ask the rich doctors and 
businessmen who cough up money for 
temples to fund a community hall or con- 
tribute to a social cause or a scholarship, 
and many will refuse.” Many say that 
while the temples dwell on rituals, they 
have mostly eschewed social responsibili- 
ties. “There are hundreds of Indian women 
who are battered, and who are afraid to go 
into shelters,” says A. Bhattaryajee of 
Sakhi, an organisation for South Asian 
women. “Temples could help to get them 
temporary abodes. But they won't." 

But some temples are 
slowly getting to recognise 
their social responsibilities. 
The Sri Venkateswara Tem- 
ple in Pittsburgh, for exam- 
ple, has funded many medi- 
cal camps in India and has 
donated thousands of dol- 
lars to such causes as the 
Ethiopian famine relief. 

Supporters of the temple 
movement say that temples 
will continue to survive as 
long as new immigrants 
keep coming. “And pre- 
cisely because we fear the 
second and third genera- 
tions will lose their faith, we 
must have temples and 
educational centres,” says 
Manshueh of Hsi Lai Temple. Ram 
Chandran, till recently an executive direc- 
tor of The Hindu Temple in New York, 
says: “We have achieved the first task — 
the construction. Now comes the challenge, 
how to keep the faith alive, especially 
among the young.” To this end, the New 
York temple and others have organised 
children’s camps and seminars. “The older 
generation is used to the chanting of 
mantras in Sanskrit or an Indian lan- 
guage,” says Uma Mysorekar, a doctor 
who has donated US$3 million to the New 
York temple. “We are trying to get priests 
who can perform the rituals in English and 
converse with our children.” 

L. N. Raghava Bhattar, a priest at the 
New York temple who arrived from India 
about a decade ago, predicts that Ameri- 
can-born Indians will join the priesthood 
as the community is growing — and tem- 
ples are gearing to get young men and 
women involved in their activities. m 
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Arthur J. Pais and Etta Sanders are writers 
based in New York. 


35 








<The Valley Wing. 
A discernible difference : 
from: the moment you arrive 
in Singapore. 








care ———Ó'ÁÓà elei tnb toti Eee ipee 


SINGAPORE 


Orange Grove Road, Sinanin 1025: fes (65) 737 3644 Fax. (65) 733 7220. Telex: 215058 SHANGLA RS. 
For reservations, call your travel consultant, or the Shangri-La in your city. T. 
KOK * BEI ING. CEBU e FH e HANGZHOU * HONG KONG «JAKARTA « KOTA KINABALU * * KUALA T LUMPUR * MANILA » PENANG * SHANGHAI * SHENZHEN * S1 ING APOR 












BOOKS 


Land of the People's Pride 





Totalitarianism in Burma: Prospects 
for Economic Development by Mya 
Maung. Paragon House, New York. 
LIS$41.95. 

The Voice of Young Burma by Aye 
Kyaw. Cornell University Press, 
New York. LIS$10. 

The Political Legacy of Aung San 
edited by Josef Silverstein. Cornell 
University Press, New York. US$14. 


As there is no shortage of books 
about Burma by Westerners, these 
three titles by Burmese writers fill 
a void. The three books also share 
a theme: the question of demo- 
cracy and national development. 
The essays by Burma's independ- 
ence hero, Aung San, edited by 
Josef Silverstein, are especially timely as 
his daughter, Aung San Suu Kyi, has be- 
come the leader of Burma's pro-democracy 
movement, or “the second struggle for in- 
dependence," as she calls it. 

Silverstein points out that there has 
been “a sudden interest in finding out as 
much as possible about the man in order 
to better understand his daughter." The 
collection includes classics such as Aung 
San's Blueprint for Burma, written in 1941 in 
Tokyo. Burma's Challenge was originally 
published in Burma in the late 1940s to fa- 
miliarise the public with the author's ideas 
before gaining independence from Britain. 

Aung San never lived to see that hap- 
pen — he was assassinated on July 19, 
1947, six months before independence — 
but some of the lines from Burma's Chal- 
lenge were truly prophetic: "Mark you, 
power is a coveted and valuable thing. 
Once grasped it is not readily relinquished. 
We have seen possessing classes contend- 
ing among themselves for power. The peo- 
ple never come into it. The people come 
only when they can be used as a lever, 'in 
the name of the people’.” 

It is an irony of history that the army 
founded by Aung San in the 1940s seized 
absolute power in 1962 — and never let go 
of it. Until 1988, even the most mundane 
aspects of life under the army's version of 
socialism was in the name of the "people." 
Beer and alcoholic drinks came from the 
People's Brewery and Distillery. Fashion- 
conscious ladies had their hair done at the 
People's Pride Hairdressing Salon. The 
public was supposedly protected by the 
People's Police Force and the country was 
ruled by a number of People's Councils on 
different levels, while the judiciary was re- 
named the Council of People's Justices. 
And, most amusingly, pastries were sold 
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Not one of those in favour of the army's 'special duty.' 


by the People's Patisseries while toothpaste 
came from the People's Toilet Industry. 

In real terms, however, the economy 
nearly collapsed, prompting a nationwide 
uprising in 1988 against socialism and in 
favour of the restoration of the democracy 
that Burma had enjoyed prior to the 1962 
coup. Mya Maung, a Burmese professor of 
finance at Boston College, skilfully analy- 
ses this decline in Totalitarianism in Burma. 
He also describes what has emerged in the 
wake of the 1988 uprising: the abolition of 
the socialist system and the introduction of 
a free-market economy. 

But Maung's basic conclusion is that, 
before 1988, Burma had its own brand of 
sham socialism. Today, despite a signifi- 
cant economic recovery, the Burmese still 
have to put up with sham capitalism. Re- 
gardless of the official label, the military in 
Burma has monopolised politics, com- 
merce and the economy since the first coup 
in 1962. Maung contends that the outlook 
for economic development is dim due to 
the damage successive military-dominated 
governments have inflicted on Burmese 
society over the past decades. 

Totalitarianism in Burma grew out of nu- 
merous interviews with Burmese intellec- 

tuals, pro-democracy activists, exiles and 
refugees. Maung chronicles events from 
the first massacre of students at Rangoon 
University on July 7, 1962, four months af- 
ter the military takeover, through the 
bloody years of the mid-1970s, and on to 
the upheaval of 1988, when thousands of 
demonstrators were gunned down in the 
streets of Rangoon and elsewhere. 

To describe what he terms "the Bur- 
mese nightmare,” Maung quotes George 
Orwell's Burmese Days: “It is a stifling, sti- 
fling world in which to live. It is a world in 
which every word and every thought is 
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censored . . . . Free speech is unthinkable. 
All other kinds of freedom are permitted. 
You are free to be a drunkard, a coward, a 
backbiter, a fornicator; but you are not free 
to think for yourself.” 

To perpetuate this system, the military's 
basic strategy has been “based 
upon the dictum of needing and 
breeding ‘loyal’ rather than ‘able’ 
men,” according to Maung. This, 
combined with a lack of incentives 
to accumulate knowledge and 
wealth, as well as the absence of 
official transparency, makes it dif- 
ficult for the regime to develop the 
country economically, despite the 
inflow of foreign investment since 
1988. 

Burma will undergo the same 
sort of painful economic restruc- 
turing that the former totalitarian 
regimes of Eastern Europe are fac- 
ing today, Maung argues. And, 
like Eastern Europe, Burma will 
also have to repair the damage in- 
flicted upon its human resources 
by a totalitarian regime. Prior to 1962, 
Burma had a dynamic middle class; but 
the military has arrested or killed many of 
its members, or driven them into exile. 
Moreover, due to frequent closures for po- 
litical reasons, Burma's educational institu- 
tions are shadows of what they were prior 
to the military takeover. This will take gen- 
erations to repair, Maung concludes. 

Aye Kyaw tackles other important is- 
sues in The Voice of Young Burma, an excel- 
lent study of the history of the Burmese 
student movement. The army's justification 
for remaining in power has always been 
that it has a "special duty" to keep the 
country together, a dedication that pre- 
dates independence in 1948. This view has 
been generally — and uncritically — ac- 
cepted by many Western scholars. 

Kyaw argues that the non-authoritarian 
Burmese student movement predates the 
formation of the country's armed forces, 
and has historical roots as strong, if not 
stronger, than the military's. The harbinger 
of Burma's independence was not the mili- 
tary, Kyaw argues, but the thousands of 
young students who rose up against Bri- 
tish rule in the 1920s and 1930s. 

Kyaw’s history ends with a quote from 
a speech by the mother of a young student 
killed by the British in 1938: “My son had 
not even a needle as a weapon. Yet the 
government has brutally beaten him to 
death. How can I ever forgive . ... " Al- 
though Kyaw does not elaborate, the quote 
has a contemporary ring to it. Hundreds, if 
not thousands, of Burmese mothers lost 
their sons when the army opened fire on 
student protesters in Rangoon in August 
and September 1988. m Bertil Lintner 
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Bertil Linter is a Review correspondent based 
in Bangkok. 
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Lonely 
Voices 


Brown River, White Ocean: An Anthology of 
Twentieth-Century Philippine Literature in 
English edited by Luis H. Francia. Rutgers 
University Press, New Brunswick, NJ. 
US$17.95. 


The fascination of this anthology of 
modern Philippine literature in English is 
contained in its title. “Brown river” sug- 
gests a fertile but muddy artery, “white 
ocean” the purifying element that lies be- 
yond the river’s boundaries. 

In his eloquent and persuasive intro- 
duction, Luis Francia makes just this point 
about Philippine English and Anglo- 
American culture. The Spanish colonisers 
gave the Philippines a religion and the 
American colonisers gave it a language. 
But while English is spoken throughout the 
archipelago, many Filipinos grow up bilin- 
gual or even trilingual, speaking English, 
Spanish and Pilipino (modern Tagalog). 
English has social and educational priority, 
whereas Pilipino is regarded as little more 
than a dialect. 

The struggle of Filipino writers in Eng- 
lish since 1898 has been to lighten the load 
of the colonisers’ educational baggage — 
particularly American literature and the in- 
fluence of Hollywood — in order to forge 
their own expressive idiom. 

The result has been uneven and some- 
times regressive, as this anthology sug- 











gests. However, the hodgepodge effect of 
these 31 short stories and 108 poems has 
its positive side. Filipinos may lack a clear- 
cut cultural identity, but ethnic diversity 
can also be a source of energy. Modern 
Philippine literature does not simply reflect 
what happens when an American educa- 
tion system is overlaid on bastardised 
Spanish and Tagalog. It also celebrates the 
mixture of Malay, Chinese, 
Indian, Hispanic and Ame- 
rican influences on Philip- 
pine culture. 

The poet Rolando Tinio, 
whose poem Laws of Sight 
appears in this anthology, 
writes that the idea of cul- 
tural confusion appeals to 
him. His view is shared by 
Jessica Hagedorn, a Man- 
hattan-based poet and nov- 
elist, whose Song for My 
Father contains a long 
hymn to ethnic diversity 
with a revealing ending: 
“and leaving you again 


and again for america, the loneliest of 


countries, my words change . . . sometimes 
I even forget english.” 

Beneath the surface of these poems and 
short stories — even the “classical” narra- 
tive of N. V. M. Gonzalez — lies a love- 
hate affair with American culture. Some of 
the writers live in America, picking up 
New York or San Francisco accents in their 
poetry (that is, Jojo Soria de Veyra's Leather 
Excretes). But the exiles always yearn to re- 
turn to their own shores, even if they can- 
not understand their obsession. Like Jessica 


Broken Boundaries 


Three Filipino Women by F. Sionil Jose. s 
Random House, New York. US$22. 


The question of survival in a system that 
thrives on sexual and power politics 
weighs heavily on F. Sionil Jose, author 
of this collection of three novellas. 

Each story, told by an infatuated man, 
centres on young women whose ambi- 
tions are as high as their origins are low. 
In order for the women to overcome the 
obstacles blocking their path to success 
— be it wealth or power — they must 
cast away their true selves, which are de- 
fined by their past lives. 

Of the three novellas in this collec- 
tion, Obsession is the most interesting. 
Roly, the narrator, is an academic with 
Ivy League credentials. To avoid lan- 
guishing after an unhappy divorce, he 
decides to pursue a thesis he had deve- 
loped in a dissertation on the Filipino en- 
trepreneurial elite. 
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The thesis, Roly states, “never 
touched on the social vices of this elite, 
the function of sexuality in determining 
not just the status but . . . how sex influ- 
ences corporate mobility, the rise and 
even downfall of businesses through « ex- 
cesses in the ancient querida system." 

Through his attempts to build evi- 
dence to support his thesis, Roly falls in 
love with Ermi, a young prostitute. As in 
the other two novellas, their relationship 
is not meant to be. Although parts of 
Obsession are nonsensical at times, the 
underlying themes of fatalism and elit- 
ism resonate powerfully. 

The more romantic Cadena de Amor 
tells the tale of an Imelda-Marcos-sans- 
Ferdinand look-alike. Narita seduces 
crowds with her beauty, intelligence and 
singing talent as she campaigns across 
the countryside to win a seat in the Sen- 
ate. Her generosity, however, fades with 


her growing ambitions, highlighting the 
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Hagedorn, they sometimes produce mes- 
tizo novels such as Dogeaters, mixing 
Catholic rituals with American machismo 
and Pacific island languor with California 
hip. 

The editor's criterion for the selections 
is the loss and recovery of identity as seen 
in the growth of Philippine literature in 
English — a process comparable to Indian 
literature in English, or 
other literatures whose 
midwife was colonialism. 
Nick Joaquin's The Summer 
Solstice, for example, shows 
the bridge between the dy- 
ing class of Hispanicised 
Filipinos and the brash 
Yankee values of the colo- 
nial and post-colonial era. 
The same tension is evi- 
dent in the stories of Carlos 
Bulosan, Bienvenido San- 
tos and Rowena Tiempo- 
Torrevillas, whose charac- 
ters embody the loneliness 
of a coloured person in a 
white society. 

Brown River, White Ocean also embodies 
the loneliness of a Third-World literature 
in an Anglo-American world. In the ab- 
sence of a viable publishing industry and a 
mass audience in the Philippines, this 
handsomely produced anthology marks an 
important step in launching Philippine lit- 
erature in English on its own course. 

m David Clive Price 


LEAN 


David Clive Price is a writer based in Hong 
Kong. 


way political corruption affects its vic- 
tims deeply and inextricably. 

Political purity and idealism make for 
a more intriguing plot in Platinum. Once 
again, the narrator is a male who per- 
sonifies the oppressor. His would-be 
lover is a student who becomes involved 
in seditious activities. Although the ref- 
erences to guerilla warfare in the south 
and allusions to anti-Americanism are 
voiced strongly, it is not always evident 
where Jose stands. 

Jose di with most descriptive 
details, except for lurid descriptions of 
the heroine's physical endowments. The 
Philippines could easily have provided a 
sensual backdrop of colours, sounds and 
scents; the novelist's attempt to create an 
atmosphere charged with frustration and 
despair might have succeeded had he 
done more to convey "the smell — God, 
the stench of rot, of decay, of brackish 
esteros — it hangs over everything like a 
dismal monsoon." 8 Adrienne Mong 


Adrienne Mong is a writer based in London. 
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Wealthy Dubai is looking to diversify its economy with greater trade 








he sharp decline in the price of 
oil on the world markets over 
the past year has forced the oil- 
rich desert states of the Ara- 
bian Gulf to prune their expenditure bud- 
gets. The economic cuts hardly amount 
to austerity measures as the rest of the 
world knows them, however. 

The affluence of Arab lifestyles in much 
of the Gulf continues to impress. Five- 
star hotels in Dubai and Abu Dhabi re- 
sound nightly to the throbbing traditional 
music of wedding receptions with guest 
lists 1,000-strong. 

Ruling sheiks are also spending a for- 
tune making the desert green by cultivat- 
ing parks and turning highways into ele- 
gant tree and shrub-lined boulevards. 
There may be fewer American Cadillac 
and Chevrolet sedans on the downtown 
streets, but that is only because the sta- 
tus-symbol automobiles of the moment 
are luxury four-wheel-drive Toyota Land 
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Cruisers, Nissan Patrols and Grand Che- 
rokee Jeeps. 

And everywhere there are major con- 
struction projects: power stations and 
desalination plants; ports and airports, and 
roads and skyscrapers. 

The logic supporting the region's de- 
velopment is the knowledge that behind 
the affluence of the Gulf cities lie villages 
where the benefits of the 20th century 
still do not exist. Together with the chal- 
lenge to create jobs and meet the expec- 
tations of a new generation of educated 
nationals, this reality has pushed the area s 
leaders to eye continued investment. 

Yet the economic growth rates of the 
Gulf Cooperation Council (GCC) states 
— Saudi Arabia, Kuwait, the United Arab 
Emirates (UAE), Bahrain, Qatar and 
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Oman — have certainly cooled down. 
Since 1981, when the oil revenues to- 
talled US$180 billion, the money earned 
from the black gold beneath the desert 
sands and under the waters of the Gulf 
has dropped by roughly two thirds. Last 
year, revenue fell 25% to only US$68.6 
billion, and this year it is widely expected 
to drop by a further 8.7%. 

The decline has prompted the region's 
ruling sultans, emirs and sheiks to cut 
down on defence spending, reduce sub- 
sidies, control waste and improve effi- 
ciency. But there is no doubt that the 
Gulf state rulers have made remarkably 
good use of their oil wealth. Spectacular 
modern cities have been created — in 
most cases in less than 30 years. 

Still, it has been 20 years since the 
end of the oil embargo that triggered the 
first world oil crisis and the consequent 
price surge of the 1970s. Prices peaked 
in 1981 and, except for a few brief up- 
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turns, they have drifted lower ever since, 
so that they stand today at about the 
same rate in real terms as they did in 
1974. Some analysts believe a fundamen- 
tal downwards shift is taking place in the 
pricing structure of crude oil and that 
prices could remain low for years. 

The prospect of lower oil prices has 
had the effect of reinforcing the determi- 
nation of states like Bahrain and Dubai 
— which have only limited reserves of oil 
— to redouble their efforts to diversify 
their economies. In Kuwait, too, the 
weakness of the oil market is bringing 
about a new emphasis on the need to 
restructure the economy and to curb the 
national dependence on the public sector 
(see next story). 

Economic growth in the Gulf may have 


to US$8.8 billion, but that was because 
of the rise in the value of the yen. GCC 
trade with South Korea, Taiwan, Hong 
Kong and China has increased as a con- 
sequence. Taiwan's exports to the GCC 
grew by 6% to US$1.3 billion during the 
same period, while Hong Kong's trade 
with the UAE — its top trading partner 
in the region — increased a whopping 
45% last year to US$1.3 billion. 

As part of the effort to diversify, the 
GCC states are seeking technological in- 
vestment, particularly from Japan, the 
United States and the European Union. 
Up to now, the industrial powers have 
been reluctant to commit to major 
projects, tending to regard the market as 
relatively small. Gradually, however, the 
realisation is growing that the Gulf has a 





At play on Abu Dhabi's glorious waterfront. 


cooled down and there may be expecta- 
tions that oil prices will remain low for 
some time to come, but no one doubts 
that in the long term world oil demand 
will continue to grow. The International 
Energy Agency forecasts that by 2010 
demand in the Pacific and Asian regions 
will have increased by up to 3096. 

The GCC states, which control 4096 
of the world's known supplies, have con- 
sequently embarked on multi-billion-dollar 
projects to increase output capacity. They 
are also taking the first tentative steps 
towards privatising their economies. 

Economic performance this year is 
likely to be mixed in the Gulf region. But 
the drop in GDP generated in the oil and 
public sectors will be partially offset by 
continuing growth in the private sector. 

The GCC states are among the most 
trade-oriented economies in the world. 
Despite the slowdown in growth, imports 
and exports of goods are forecast to reach 
almost US$150 billion this year. 

Japan's trade with the GCC has fallen 
sharply, dropping 8.4% from 1992-93 


series of investment benefits. 

Among the area's attributes are the 
following: the GCC's population of 17 
million is one of the world's most afflu- 
ent. The region's strategic location mid- 
way between the Far East and Europe is 
ideal for reaching the Indian Subconti- 
nent, Central Asia, Eastern Europe and 
Africa. Cheap energy is in abundance as 
is space for manufacturing and distribu- 
tion facilities. And the investment incen- 
tives offered by the various GCC govern- 
ments are attractive. 

To help promote trade and investment, 
the GCC states have also pumped more 
than US$37 billion into non-oil indus- 
tries, resulting in 5,000 projects and 
325,000 jobs. "Gulf businessmen have 
liquid assets and confidence in the future 
of their countries," says economist Henry 
Azzam, referring to the region's trade 
prospects. "They are eager to spearhead 
the process of economic development in 
the 1990s, and are pressing ahead with 
projects in industry, agriculture, real es- 
tate and services." € 
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FOREIGN INVESTMENT 


Kuwait 
Opens Up 


n what would be a reversal of poli- 

cies it has pursued for nearly 20 

years, Kuwait is considering open- 

ing its oil and banking sectors to 
foreign participation and extensively pri- 
vatising its economy. Asian nations are 
poised to provide considerable foreign 
investment and expertise. 

“The government would welcome the 
involvement of Japan, South Korea and 
Taiwan as well as America, Britain and 
France,” says one Kuwaiti economist. 
“The thinking behind [the liberalisation] 
strategy is that the international commu- 
nity would be that much more commit- 
ted to the defence of Kuwait if their oil 
firms owned substantial assets here.” 

Although physical signs of the Iraqi 
invasion have all but disappeared, Kuwait 
continues to feel the effects of the war. 
Not only has there been a decline in the 
population to 1.8 million from 2.2 mil- 
lion, but the country’s structure has 
changed. A settled, mostly middle-class 
community of 500,000 Palestinians has 
been reduced to around 40,000. In its 
place are some 200,000 Egyptians and 
people from the Indian Subcontinent, 
most of whom are temporary residents 
who send their earnings abroad. 

Kuwait has also had to cope with a 
decline in the price of oil, which has fallen 
US$3.50 per barrel lower than antici- 
pated, resulting in a deficit that is more 
than 30% higher than envisaged. Fortu- 
nately, the country's income from invest- 
ments has covered the shortfall. 

To help offset potential economic 
problems, the government has been ad- 
vised to begin charging for public serv- 
ices. But Kuwaitis have grown accus- 
tomed to living in a generous welfare 
state where income tax is unknown and 
citizens receive subsidised housing, a job 
for life and early retirement on full pen- 
sion. 

Privatising state-run concerns will also 
present problems. Kuwaiti nationals make 
up 80% of the considerably overstaffed 
public-sector workforce. The hope is that 
once the government begins to imple- 
ment reforms, confidence will return to 
the private sector, thereby ameliorating 
cuts in government expenditure. Mean- 
while, the Kuwait Oil Co. is aggressively 
thinking about increasing its reserves of 
the country’s single natural resource, price 
slump or no price slump. @ 
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UAE TRADE 


More Than Just Oil 


he streets of Dubai and 

Sharjah, the commercial 

centres of the United 

Arab Emirates (UAE), 
are teeming these days with so 
many Russian tourists that trad- 
ers in the cities’ souks, or mar- 
kets, accost virtually any passer- 
by who is white in Russian. 

Surprisingly flush with hard 
currency, the Russians have been 
arriving in the UAE at a rate of 
more than 600 a day and spend- 
ing an average of US$2,000 
each. A similar number of tour- 
ists has been pouring in from 
other former Soviet republics, too. 
Last year, former Soviet citizens 
spent more than US$1 billion in 
the UAE, mostly on cheap electrical and 
other consumer goods. This year, that 
figure is expected to grow even higher. 

The influx has proven a boon for the 
hotel industry. Two- and three-star hotels 
are almost entirely filled with dollar-rich 
former Soviet citizens, and hotel foyers 
and forecourts are often piled high with 
TVs, video-cassette recorders, radios and 
washing machines. 

The Russian “invasion” has not been 
without problems, however. The visitors 
have sent shock waves through local com- 
munities because of their tendency to 
sunbathe nude on local beaches. And 
there has been great concern at the 
number of women who arrive unaccom- 
panied and with mini- 
mal funds, yet seem to 
have no shortage of 
money for shopping. 
In an effort to ban 
prostitution, Sharjah 
has banned single 
women from renting 
rooms in the emirate. 

Cultural differences 
aside, authorities in 
the UAE welcome the 
new trading link with 
states from the former 
Soviet Union. The 
spontaneous ties, they 
say, illustrate the 
strengths of both 
Dubai and Sharjah as 
commercial centres. 

Some of the for- 
mer Soviets are ven- 





The Russians are coming — at 600 a day. 


coast to Abu Dhabi, the federal capital, 
as well. But this emirate, the largest and 
wealthiest in the UAE, is less concerned 
with trade. Oil and gas are its business 
and are likely to remain as such for a 
long time. Abu Dhabi's reserves are so 
extensive that according to some estimates 
they will last at least 280 years. Indeed, 
in spite of the slump in demand and price, 
Abu Dhabi is pressing ahead with projects 
to boost oil-output capacity to 2.5 mil- 
lion barrels per day next year from 2 
million barrels per day today. During the 
past three years, the emirate has spent 
more than US$6 billion on this endeav- 
our and is likely to spend billions more as 
it pushes capacity to about 3 million 
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barrels per day by 2000. 

On the receiving end of much of that 
oil is one particularly important client — 
Japan. Tokyo is the UAE's main oil 
purchaser, receiving nearly 2596 of its 
requirements from the Gulf state. It is 
also the UAE's primary buyer of 
liquid gas, obtaining 1096 of its 
requirements from Abu Dhabi's 
liquefied natural gas (LNG) project 
on Das Island. In April, the 
amount of gas being shipped to 
Japan was significantly boosted by 
the start-up of a third train of gas 
— the largest in the world — at 
Das Island. 

The LNG project on Das Is- 
land, operated by the Abu Dhabi 
Gas Liquification Co. (ADGAS). 
is unique in being a long-term 
"single buyer-single seller" deal be- 
tween ADGAS and the Tokyo 
Electric Power Co. (TEPCO). In 
1991, after five years of negotia- 
tions, the two companies reached 
an agreement that TEPCO would 
buy all the natural gas produced by 
ADGAS over the next 25 years, but only 
on the condition that ADGAS double the 
quantity of gas produced this year, hence 
the introduction of the third train. 

If the drop in oil prices presents no 
long-term worries for Abu Dhabi, it has 
focused Dubai's attention on its future as 
a trade and services centre. The second- 
largest and second-wealthiest emirate in 
the UAE, Dubai has only modest oil re- 
serves today. But it had a proud history 
before the oil era as a thriving trade cen- 
tre, and it has made striking progress in 
ensuring that it will be able to maintain its 
prosperity by trade once its oil supply 
runs dry. To underscore Dubai's resilience, 
Officials point to the 
emirate's non-oil ex- 
ports, which last year 
stood at 7796 of total 
exports. Non-oil ex- 
ports to Westem coun- 
tries shot up by more 
than 2896 in 1992, 
while non-oil exports 
to Asia also edged up, 
with India joining Ja- 
pan, South Korea and 
Taiwan among the top 
export destinations. 

But for all its ex- 
ports — oil and other- 
wise — to Asia and 
the West, Dubai's bur- 
geoning trade with the 
former Soviet states is 
a testament in particu- 
lar to its consumer- 
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appliances market. This sector assembles 
goods worth an estimated US$1 billion 
annually, of which 70% are absorbed by 
the local market and the rest shipped to 
lran, East Europe and Africa. Although 
trade and construction have eased slightly 
following the booming rate of develop- 
ment of the past few years, Dubai's non- 
oil GDP grew by 4.2%, with goods sent 
to Iran — Dubai's biggest market — grow- 
ing by a healthy 2396. 

Another essential element in the UAE's 
trading package is the banking sector. 
Despite the decline in oil prices, assets in 
the Gulf state's banking industry grew by 
more than 4% last year, helping the 
UAE's 19 national banks and 28 foreign 
units make record profits of around 
US$3.5 billion. 

Dubai's extensive port facilities also 
produce substantial revenue for the UAE. 
One of the emirate's most successful 
resources, Dubai's ports range from the 
dhow wharfs alongside the creek flowing 
through the city to Jebel Ali, the world's 
largest man-made port around which has 
been built a flourishing industrial park that 
serves as a free-trade zone with attractive 
incentives to its users. 

Opened nine years ago, the Jebel Ali 
Free Zone has attracted more than 630 
companies from some 58 countries, 
which have invested well over US$1 bil- 
lion. Companies represented in the zone 
include Sony, Citizen, Reebok, Aiwa, AST 
and Brother. All told, the number of Asian 
companies present is nearly 50. In the 
two years since Sony established facilities 
in the Free Zone, it has expanded three 
times. Its current 22,000-square-metre 
electronics plant is said to be the world's 
largest for one type of product. 

A valuable component in the Free 
Zone's success has been its sea-air cargo 
facilities. By shipping goods between the 
Far East and Europe halfway by sea and 
the remainder by air, exporters can cut 
transportation time by 5096 while reais- 
tering a 30% savings in cost. Dubai Cargo 
Village, which expects to move 250,000 
tonnes of goods this year, boasts a turn- 
round time from seaport to airport or 
vice versa of just four hours. 

"Dubai is now truly transcending its 
purely local role as a trading entrepot 
and establishing itself as an international 
hub from which manufacturers and ex- 
porters can reach out to the emerging 
markets in the Indian Subcontinent, Cen- 
tral Asia, Eastern Europe and Africa," 
says one local economic analyst, refer- 
ring to the emirate's expanding trade 
capabilities. "And when you combine 
Dubai's commercial flair with Abu Dhabi's 
oil wealth, it's a powerful combination, 
whatever the circumstances." € 


BAHRAIN 


Japan 
Helps Out 





Hara blends in to help out. 


hether perched upon a 
camel or dressed up, Law- 
rence-of-Arabia style, in 
flowing white dishdasha 
robes and kafiah head-dress, Kiyoshi 
Hara is one Japanese economist who 
believes in blending in with the local 
environment. One look at him tells as 
much. 

Hara is currently engaged in the task 
of bringing Japanese management skills 
and technical know-how to Bahrain, the 
island-emirate situated halfway up the 
Arabian Gulf. The purpose of his effort is 
to assist in the diversification of the is- 
land's oil-based economy by developing 
small- and medium-sized industries that 
might attract Japanese and other Asian 
technological investment. But mounting 
camels, dressing in Arab costume and 
puffing away at a hookah pipe when the 
opportunity arises are just some of the 
ways Hara identifies with the local cul- 
ture. He also sees future business con- 
nections with Bahrain. 

An employee of the Japanese Inter- 
national Cooperation Agency, Hara be- 
lieves that while cultural differences be- 
tween Japanese and Arabs of the Gulf 
are considerable, they are not insurmount- 
able when it comes to increasing trade 
and technological investment. 

His efforts in Bahrain are the result of 
an appeal for assistance made to Tokyo 
by the Gulf island's Ministry of Develop- 
ment and Industry. "Japan is well-known 
to have a lot of strenath in the small- and 
medium-sized industrial sector — one of 
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the sectors we wish to attract to Bah- 
rain,” explains Sager Shaheen, director 
of industrial development at the ministry. 

For his part, Hara also expresses con- 
fidence that Bahrain — and the Gulf in 
general — could become a prime target 
for technological investment from Tokyo. 
As the struggle for cheaper resources and 
off-shore sales channels intensifies, he 
says, Japanese corporations might be 
induced to invest in the area, especially 
in industries such as petrochemicals, alu- 
minium, pharmaceuticals, food and hi- 
tech biochemistry. 

Supported by a team of local Bah- 
rainis, Hara is helping local companies 
develop Japanese-inspired programmes of 
quality control, increased production and 
cost-reduction techniques. He is also 
working on improving educational and 
staff-training schemes as well as export- 
management skills. 

Faced with the fairly imminent reality 
that its oil wells will run dry, Bahrain has 
embarked on a race against time to find 
an alternate economic lifeline. The coun- 
try's current effort to deconcentrate its 
economy has taken form in an acceler- 
ated programme of industrialisation and 
a determined attempt to attract foreign 
investment. The fruits of that endeavour 
are already apparent. Non-oil exports rose 
in value to US$1.2 billion last year from 
US$810 million in 1992. The govern- 
ment is now seeking investment from 
three types of companies: world-class 
multinationals; medium-sized companies 
that have identified niche markets in the 
region, and small companies that can 
demonstrate a high propensity to grow. 

Playing an increasingly significant part 
in this process is the Bahrain Develop- 
ment Bank, which from 1990-92 com- 
mitted loans to some 50 projects worth 
US$15 million, mostly small- and 
medium-sized ventures. One of the bank's 
roles, says chief executive officer Roger 
Webster, is to try to create projects that 
will add something to Bahrain's economy 
and that otherwise might not happen. 

To that end, the bank has undertaken 
a series of studies to assess what oppor- 
tunities there are in sectors of the eco- 
nomy where Bahrain might have an ad- 
vantage. These areas include air-condi- 
tioning, refrigeration, water-treatment and 
food preservatives. 

Linked by causeway to the Eastem 
Province of Saudi Arabia, Bahrain is also 
fast becoming a natural base for expatri- 
ate families commuting to Saudi Arabia. 
It is further seen as a rest and recreation 
centre for the upper-Gulf region and as 
a location for manufacturing and distribu- 
tion businesses that want to penetrate 
the markets of the northern Gulf. € 
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Figure out the potential: 
10096 investment, O96 tax. 


Investors in Dubai's Jebel Ali Free Zone have everything going 


for them. 100% foreign ownership, 100% repatriation of capital 





and profits, exemption from all import duties and a renewable 
15-year guarantee of freedom from all taxation. That's right, no taxes. J Land for 
factories, warehouses and office buildings is abundant and 


economically priced. Energy is inexpensive and plentiful. 





T At the heart of one of the world's fastest growing regions, Dubai 


is strategically located to serve a market of over a billion people. 





And more than 120 shipping lines and 60 airlines call at Dubai's efficient ports and airport. 
So you can ship your goods worldwide with the minimum of delay. J Add up the 


advantages and you'll figure out the potential. 


Decide on Dubai. 


For more information on Dubai, please contact: Dubai Commerce and Tourism Promotion Board 
Suite 1203-4 Shui On Centre, 6-8 Harbour Road, Hong Kong. Tel: 802-9002. Fax: 827-2511. Tlx: 62390 DNA HX 
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AVIATION 


Flying High 
othing typifies the bullish busi- 
ness climate of the Gulf better 
than its aviation sector. From 
its airport administrations 
through its airlines to its innovative duty- 
free complexes and burgeoning cargo 
villages, everyone is upbeat. And with 
good reason. While airlines worldwide re- 
corded near record losses last year, avia- 
tion in the Gulf gained strength. 

The most striking example of confi- 
dence in the future of the Gulf's avia- 
tion sector was the opening on March 
31 of a new international airport at the 
ancient desert oasis of Al Ain. The new 
structure, only 100 miles from Abu 
Dhabi, is the second international airport 
in the emirate and the sixth in the 
United Arab Emirates, a country only 
half the size of Cambodia with just 1.5 
million residents. 

“Many people have asked why we 
should build yet another international 
airport at such enormous cost, says 








































Do you have 20 minutes to spare? 


Sheikh Hamdan Bin Mubarak Al Nahyan, 
chairman of the Abu Dhabi Department 
of Civil Aviation. “But aviation and 
transportation are vital sectors of the 
economy in this region. We can afford 
the capital expenditure and we are con- 
fident business and the airport will flour- 
ish.” 

Al Ain, an inland oasis which until the 
early 1960s consisted of seven villages of 
traditional mud-and-straw houses, is now 
a modern cultural and tourist centre with 
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a population of 280,000, 80% of whom 
are expatriates and will almost inevitably 
use the US$272 million airport. Al Ain 
also attracts some 10,000 tourists annu- 
ally, a number certain to grow. By the 
turn of the century, officials expect the 
number of passengers using the new air- 
port to reach 2 million. 

The Abu Dhabi airport is also set to 
expand. Plans have been approved to 
construct an additional departure termi- 
nal, doubling the airport's capacity to 10 
million passengers per year at a cost of 
US$100 million. 

The Abu Dhabi scenario is echoed 
around the Gulf. Dubai's airport, with 200 
flights per day, is soon to have an addi- 
tional 10 airplane parking bays, and plans 
for a new terminal as well as a third 
runway are awaiting government approval. 
Similarly, Bahrain's newly modernised 
airport is growing at an annual rate of 
8%. 

As might be expected, duty-free com- 
plexes are equally buoyant, working to 
persuade travellers to route their journeys 
through the Gulf. Abu Dhabi, like Dubai, 
operates on a “service-before-profit” men- 
tality that enables passengers with as little 
as 20 minutes transit time access to more 
than 50,000 items in 22 outlets. € 
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PhotoCard - the thermal imaging technology that 
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Samsung customer, Samsung's Times Square ad: reaching U.S. consumers is an expensive business. 


MARKETING 


Image Is Everything 


South Korean electronics makers are struggling to 
acquire that ineffable éclat that is essential to success in 


America's vast consumer market. 


By Susumu Awanohara in Fort Lee, 
New Jersey 


ts the ultimate test (bar the verdict from 

the sales floor) of whether a product has 

mass appeal: the "focus group." A 
manufacturer puts his latest marketing 
hope before a selection of typical consum- 
ers, and nervously awaits their judgment. 

For South Korean electronics maker 
GoldStar, one recent round of product test- 
ing in the United States brought both hope 
and despair. In focus group after focus 
group, participants gave high marks to 
GoldStar TVs and video-cassette recorders 
(VCRs) — often higher than to equivalent 
Japanese, American or other South Korean 
models. "Many consumers said GoldStar 
looked better than [Indiana-based] RCA, 
and RCA is the industry leader," says K. P. 
Im, vice-president of GoldStar's North 
American operations. 

Then the despair. These consumers 
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didn't know what they were choosing, be- 
cause brandnames had been obscured. 
Once they were revealed, many participants 
were surprised to find they'd picked 
GoldStar. And yet many said they'd still 
prefer to buy a “quality” brand such as RCA. 

It was a sobering illustration of the bat- 
tle that GoldStar and its 
South Korean rivals, 
Samsung and Daewoo, 
face in the highly dis- 
criminating U.S. market. 
Laments Im: “Some years 
ago, Korean products 
had weaknesses in qual- 
ity, design and function, 
We have overcome all 
these weaknesses. But we 
are lagging in brand im- 
age.” 

How to establish such 
an image is a matter for 
debate. But the three 
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GoldStar's Im: learning to talk 
directly to consumers. 


South Korean electronics makers appear 
unanimous that they must try. For one 
thing, the sheer size of the American mar- 
ket makes it difficult to ignore; for another, 
achieving a marketing breakthrough in the 
U.S. is a universal badge of success. If they 
succeed, they are likely to eat into the mar- 
ket share of the current market leaders, 
Thomson Consumer Electronics (which is 
ultimately owned by the French Govern- 
ment and controls the RCA and GE brands) 
and Netherlands-based Philips, the owner 
of the Magnavox, Philco 
and Philips brands. 
Winning hearts and 
minds won't be easy. 
Competition in the U.S. is 
fierce and promotion 
costs are many times 
higher than in other ma- 
jor markets. It's also a 
"rude market,” says 
Chang-Gun Lee, senior 
vice-president of Daewoo 
International (America). 
Here, powerful whole- 
salers and retailers can 
take advantage of small 
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manufacturers, and consumers freely re- 
turn purchased goods if they don't like 
them — even when there are no detects. 

To have any hope of becoming brand 
leaders, the South Koreans will have to 
conquer American. prejudices. Surveys 
show that many consumers continue to 
associate South Korean goods with cheap- 
ness: low: price, low quality, discount re- 
tailers, and. the promotional items that 
shop owners use to entice customers into 
their stores. "Promotional brands are ones 
you see on those incredibly cheap prod- 
ucts advertised in weekend newspaper in- 
serts,” says John Garrison, Samsung's mar- 
keting vice-president for the U.S. 

In part, this negative reception is a re- 
sult of South Korea’s success in the pri- 
vate-label field. In this business, firms such 
as GoldStar, acting as original equipment 
manufacturers (OEMs), supply better- 
known makers and department stores with 

products they market as their own. 
¿oo Indeed, it isn't easy to find South Ko- 
Crean brandnames in American consumer- 
electronics stores. Whether it's at special- 
“ised national outlets such as Circuit City, 
“warehouses” like Price Club or regional 
outlets like Best Buy in the Midwest, the 
names Samsung, GoldStar and Daewoo are 
. rarely on display. When they are, it's often 
_at the low end (except in microwave ovens, 
where the South Koreans have made great 
strides). Yet anyone dedicated enough to 
check the fine print on appliances from 
Zenith, Whirlpool or Sears will find many 
are supplied by South Korean OEMs — 
though which one won't be stated. 

(Industry sources say Samsung makes 
VCRS and microwave ovens for GE; Dae- 
woo produces TVs for Zenith and 
Emerson; and GoldStar supplies VCRs to 
Zenith and Philips, microwave ovens to 
Whirlpool, and various products to Sears.) 

Now, though, the three South Korean 
companies want to reduce their private- 
label business. "The choice is very clear; 
we want to build our own brand," says 
Thomas Rhee, senior marketing manager 
of Samsung Electronics America. 

All three groups are working on strate- 
gies to boost their image through more 
advertising and improved distribution. 
Samsung, for example, aims to claw its 
way up the brand ladder, first becoming 
what Rhee calls a "step-up brand" (he sees 
Japan's Sanyo in this category), then "a 
well-known brand" like RCA or Magnavox, 
and, ultimately, a premium brand like 
Sony. GoldStar's Im and Daewoo's Lee 
both have similar ideas. 

Significantly, South Korean marketing 
executives see the challenge as one of 
image-promotion rather than technical 
quality. As justification, they cite the suc- 
cess of their OEM business and the high 
rankings accorded some of their products 
in surveys by the highly respected maga- 
zine Consumer Reports and others. 
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Not everyone agrees with this analysis. 
One Japanese electronics executive, for ex- 
ample, doubts whether the South Koreans 
have caught up with the Japanese in qual- 
ity. Overall customer satisfaction with 
South Korean products is still low, he 
claims. However, another Japanese execu- 
tive, an engineer in the Hitachi group, says 
South Korean technology is improving rap- 
idly. ^We should be worried about aggres- 
sive marketing by the Koreans,” he says. 

How to build a winning image? Inexpe- 
rienced in U.S.-style marketing and brand- 
name promotion, South Koreans are afraid 
that “unless you invest tonnes of money, 
you're not going to succeed," says Sam- 
sung's Rhee. His colleague, Garrison, says 
Samsung's efforts will be focused on what 
he calls the “value-added sales floor." 

Garrison cites a recent Los Angeles Times 
survey showing that 70% of customers go 
into big consumer-electronics outlets with- 
out any particular brand in mind. “If this is 
true," he says, "the floor display and sales- 
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reputation, should have a major influence 
on the buyer.” ud 
This, of course, implies there will be 
costs to support the sales staff. Samsung, - 
like other manufacturers, provides training. - 
— either directly to sales personnel or indi- - 
rectly via mass retailers’ own in-house 
trainers. Like its South Korean counter- 
parts, Samsung is vague about the com- 
missions and incentives it offers sales staff. 
But, clearly, all three companies know they 
will have to expand their budgets if they're 
to win sales personnel to their cause. 
Daewoo, however, doubts that wooing 
sellers really works. "One week, they pro- 
mote our products — at our expense ~- 
and the next week they move on to other 
manufacturers," says Lee. He decries the 


"promotional gimmicks” employed by big — 


retailers. He also wants to bypass the pow- ` 
erful distributors that act as wholesalers of | 
computers and computer-peripherals. In- - 
stead of sharing financial risks, distributors. 
often pass the risk back to manufacturers, . 
Lee argues. | 

To sell Daewoo's computer monitors 
(now brandnamed Daytek), Lee plans to 
deal directly with selected retailers through 
the company's own distribution channel — __ 
something Taiwan's Viewsonic and Mag . 
have managed to do successfully. Provid- 
ing or arranging credit for the retailers | 
won't be a major new challenge, Lee says, 
because the distributors currently aren't. 
helping much in this regard. 

Lee also is pushing a new brandname : 
strategy. Instead of labelling every product 
with the Daewoo name, he favours deve- : 
loping different brands for different prod- 
ucts. “Calling everything Daewoo may: 
seem efficient, but if you have five prod- 
ucts and one of them has a poor image, 
this can bring down the image of the other- 
products as well," he points out. He notes — 
that Philips has successfully used four . 
brandnames: Magnavox, Philco and the 
just-discontinued Sylvania, as well as Phi- 
lips itself. 

Advertising is another area where the 
South Koreans are feeling their way. As 
OEM suppliers, they previously advertised 
mostly in trade magazines. Now, they 
must talk directly to consumers through 
the media and roadside billboards. Garri- 
son says Samsung has recently boosted 
consumer advertising to tens of millions of 
dollars. GoldStar and Daewoo are consid- 
ering doing the same, although they are 
worried by the costs involved. 

"Just keeping a billboard can cost you 
more than US$200,000 a year — something 
like 10 times what you would pay in 
Southeast Asia or Latin America," says Im. 
GoldStar dishes out as much as US$50,000  . 
per month for its Times Square display in ^ 
Manhattan, he says. 

These high costs are putting acute pres- 


sure on profit margins. Because of the in- | 
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esses: 


_ tense competition and the large turnover 


in the U.S. market, South Korean makers 
sell their products to U.S. importers for less 
than they charge retailers at home (where 
prices are also kept high by protectionism). 
In addition to anti-dumping duties (on col- 
our TVs), this means margins are thin to 
start with, and there's little scope to absorb 
rising marketing and distribution costs 
without raising prices. 

Not that low prices guarantee success, 
anyway. Finding a niche with a unique 
new product with a handsome profit mar- 
gin is a better way to go. 
So far, though, the results 
have been mixed. Sam- 
sung tried selling TVCRs 
— televisions with built- 
in video-cassette players 
— but they haven't been 
a great hit. GoldStar is in- 
troducing double-deck 
VCRs, capable of playing 
both 8-millimetre and 
VHS tapes. The market-re- 
search results on these 
aren't in yet, but Sam- 





Daewoo's Lee: cost factors. 


sung hopes millions of camcorder owners 
will want them. 

All three South Korean companies 
have engaged top-notch consultants to 
work on longer-term strategies to boost 
their brand images. Those studies are 
likely to prompt Samsung, GoldStar and 
Daewoo to chart new courses later this 
year. None will neglect the American 
market, even though several of their U.S.- 
based executives find it a difficult environ- 
ment (in addition, they often struggle to 
win resources from their head offices in 
competition with other 
overseas markets). 

"At different times, 
you can focus on mar- 
kets like Russia or China, 
but in the long term, you 
can never forget about 
the U.S. market," says 
Daewoo's Lee. Adds 
GoldStar's Im: "You 
have to stay here to sur- 
vive in the industry. This 
is where the future hap- 
pens first." = 


YHVHONYMY NIANSNS 


Nice Work If You Can Get It 


Samsung, GoldStar and Daewoo are re- 
luctant to reveal their total U.S. sales, or 
precisely how much of their business 
comes from private-label, or OEM, 
manufacturing. But they're all prepared 
to volunteer guesses about their rivals. 

Putting these guesses together, it ap- 
pears OEM sales account for roughly 
40% of Samsung's US$1.5 billion con- 
sumer-electronics revenues in the U.S.; 
60% of GoldStar's US$1 billion sales; 
and 60-70% of Daewoo's US$350 mil- 
lion sales. 

(These figures include computer 
monitors, which all three companies in- 
creasingly regard as "consumer elec- 
tronics" because they are fast becoming 
household appliances. In addition to 
marketing monitors in their own 
brandnames, the three make private- 
label monitors for such giants as IBM, 
Apple, Compaq, Asr and Gateway 2000, 
among others.) 

OEM business has its advantages. It 
tends to come in large quantities, allow- 
ing manufacturers to use slack capacity. 
"Economies of scale requires OEM," says 
Chang-Gun Lee, senior vice-president 
of Daewoo International (America). He 
also notes that OEM orders bring sav- 
ings on marketing costs because these 
expenses are borne by the company that 
places the order. 

The trouble, however, is that the 
private-label business is extremely un- 
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stable. “You may have a big OEM order 
for six months and nothing afterwards," 
Lee says. Moreover, as manufacturing 
costs rise in South Korea, OEM orders 
are migrating to Southeast Asia and 
China. 

All the same, the high OEM ratios ex- 
plain why South Korean brands have 
low market shares in the U.S. despite 
the fact that their manufacturers are 
major exporters of consumer electronic 
products to the American market. 
Aided by the strong yen, for example, 
South Korea may overtake Japan to 
emerge as the market's biggest supplier 
of video-cassette recorders (VCRs) in the 
next year or two. (In 1993, Japan ex- 
ported 4.4 million VCRs to the U.S., 
down 23.6% from 1992, while South 
Korea exported 3.5 million, up 1.5%, 
according to David Lachenbruch of 
Television Digest, a trade publication.) 

In colour TVs, products exported 
from South Korea and Japan are no 
longer major factors in the U.S. because 
of anti-dumping duties. Last year these 
exports amounted to about 364,000 and 
249,000 sets, respectively. The biggest 
sources are Mexico, which supplied 8.1 
million sets, or 70% of imports, followed 
by Malaysia, Thailand and China. How- 
ever, many of the latter exports are in 
fact produced in Japanese- and South 
Korean-run production plants in those 
countries. m Susumu Awanohara 
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MONITOR: 


VIETNAM 


Handle With Care 


ietnam’s economy keeps soaring, 
V despite repeated warnings from eco- 

nomists that storm clouds lurk on 
the horizon. The country's performance 
during the first six months of 1994 has 
turned out even more robust than last 
year's, already the strongest since the war 
ended in 1975. 

The government expects GDP to grow 
10.5% during the first half, thanks to a 
winter-spring grain harvest of 11 million 
tonnes, 1 million tonnes higher than last 
year's record crop. Industrial output and 
construction should increase by more than 
12%, even though widespread smuggling 
and antiquated equipment continue to 
hobble enterprises producing such goods 


Speeding Up 


Vietnam’s GDP growth rates 





Estimated 
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Source: Asian Development Bank 


as textiles, garments and ceramics. Services 
are expected to soar a whopping 24%. 

Economists are confident GDP in 1994 
will top the roughly 8% growth of the past 
two years, although inflation is also ex- 
pected to increase somewhat. Prices are 
forecast to rise 6% in the first half, against 
5.2% in all of 1993, the first time in over a 
decade that Vietnam had held inflation to 
single digits. Interest rates have moved lit- 
tle this year: three-month dong deposits 
earn 1% a month. 

Some 3.8 percentage points of the in- 
crease came in February, when the central 
bank issued more cash to cover higher state 
salaries and Lunar New Year bonuses. In- 
flation is not expected to top 10% this year, 
although it might in the longer term if the 
state’s budget deficit continues to widen. 

Although tax revenue is projected to 
soar a year-on-year 50% in the first six 
months, the government anticipates a full- 
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year deficit of Dong 10 trillion (US$912 
million). That’s an increase of about 15%, 
but economists say the Bap is declining as 
a percentage of GDP, to 6% this year from 
7% a year ago. Most of the gap is the result 
of increased spending to upgrade the coun- 
try's dilapidated infrastructure and mod- 
ernise archaic enterprises. 

Officials expect the merchandise-trade 
balance to register a USS100 million deficit 
in the first half, even though exports are 
expected to reach USS1.6 billion, up 2 
from a year earlier. (Vietnam posed 1 a 
US$334 million trade deficit for all of 1993.) 
Rice exports, which struggled early in the 
vear, hit 200,000 tonnes in May, pushing 
the total to 750,000 tonnes during the first 
five months. 

Despite the surge in grain exports, Viet- 
nam is expected to have difficulty meeting 
this year's target of 2 million tonnes. But 
the increased foreign sales, coupled with 
nearly US$95 million in subsidised govern- 
ment loans to help food companies buy 1.6 
million tonnes of grain, in recent weeks has 
pushed the farm-gate rice price back to 
Dong 1,070-1,150 per kilogramme in the 
southern Mekong delta. A 2-million-tonne 
surplus there had forced prices down to 
Dong 900-1,000 in March and April. 

First-half imports are expected to have 
surged 33% to US$1.7 billion. Although 
capital goods account for much of the in- 
crease, the fastest-growing categories are 
consumer goods. Motorcycles, for instance, 
soared nearly 70%. The Asian Develop- 
ment Bank estimates that the current- 
account deficit will widen to US$960 mil- 
lion this year from US$758 million last 
year. 

Despite this deficit, the dong remained 
fairly stable (thanks to central-bank sup- 
port), depreciating to 10,960 in early June 
from 10,850 to the U.S. dollar in January. 
The dong’s recent stability, after fluctuat- 
ing wildly in 1991-92, has prompted calls 
for devaluation from domestic business- 
men and foreign economists who believe 
this would bolster the country’s exports 
and make local commodities more com- 
petitive with cheap imports from neigh- 
bouring China. 

The lifting of the United States trade 
embargo in February has spurred foreign 
investment. In the first five months, the 
government issued US$1.5 billion in new 
licences, bringing the total since 1988 to 
US$8.9 billion. However, actual investment 
remains sluggish, reaching only US$2.1 bil- 
lion by the end of last year. 

m Murray Hiebert 
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Shanghai shopper: rising incomes and rising consumer needs in a socialist market economy; (right) Pudong waterfront. 





POLICIES 


Passion for Profit 


Shanghai is racing to transform itself into a global financial and 
industrial force. But its current free-wheeling ways could be 


undermining that goal. 


By Henny Sender in Shanghai 


It's enough to make a tra- 
ditional communist cringe. 
Property speculation is rife, 
investment is in paper, not 
factories, and a get-rich- 
quick mentality rules the 
economy. Everything is up 
for auction to the highest bidder. 

Sound like Hong Kong? It's not. This is 
Shanghai in 1994, two years after Beijing 
loosened its grip on the left-wing strong- 
hold and unleashed a capitalistic frenzy. 
"This place is becoming more and more 
like Hong Kong," declares a Western dip- 
lomat in Shanghai. "It is all about short- 
term profits, not the long-term stable stuff." 

The question that now looms over the 
city is whether it is squandering its own 
future and its goal to become China's 
financial and manufacturing heart. Shang- 
hai was supposed to be an answer for 
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financial houses and industries looking to 
escape soaring land and labour costs in 
Hong Kong and elsewhere in the region. 
Instead, it has become a mirror image of 
the bastion of free-market policies — mi- 
nus a rule of law. 

Shanghai's transformation is at once fas- 
cinating and ominous. Everyone is at- 
tempting to cash in on the city's unfettered 
zeal to make deals. Some examples are 
more obvious than others. For example, if 
you have access to a roof, you can lease it 
for a billboard and the company will pay 
your entire rent for the privilege. And if 
the sign is neon, you can also charge for 
electricity, which can easily cost more than 
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rent in still-subsidised Shanghai. 

At its best, there is a sense of exhilara- 
tion in the city as people explore the possi- 
bilities that a socialist market economy of- 
fers. Many residents sense that their lives 
are getting better; the incomes of many are 
rising much faster than inflation. 

But that can't continue indefinitely. At 
its worst, Shanghai's speedy evolution 
could produce the gross income disparities 
and potential unrest that the central gov- 
ernment has always sought to prevent. The 
terms on which Shanghai transforms itself 
will reveal much about the extent to which 
China's economic reforms will bring pros- 
perity to all or just the favoured few. 

The optimistic view is that the current 
excess is a natural and transient response 
to a dramatic change in policy and circum- 
stances. But many observers worry that the 
passionate rediscovery of a materialistic 
way of life is so great that it could jeopard- 
ise the balanced development of the city 
and its ability to draw much-needed for- 
eign capital. 

"Shanghai has so much going for it," 
says Norman Givant, a lawyer with Fresh- 
fields who has lived in the city for almost a 


JUNE 23, 1994 


Ouvi 0345 


D E 


decade. "But they are taking a short- 
sighted approach to their needs. They are 
trying to recover their costs too quickly. 
Their desire to extract as much as they can 
in the short term works against their long- 
term interest." 

One of the greatest difficulties that for- 
eign investors face at the moment is that 
there is no clear distinction between offi- 
cial policy and officials’ preferences. “A 
bridge is lacking between the iron rice 
bowl and the marketplace," says an Ameri- 
can businessman in Shanghai. "What is 
government and what is business? How 
do you draw the line? The separation isn't 
there." 

Interaction with government depart- 
ments has become a puzzling mix of pub- 
lic and private interests. Staffers routinely 
play multiple roles and carry several name 
cards stating their official affiliations and 
their private ones. Lawyers report that 
when they contact the tax bureau to ask 
about changes in the law, for example, they 
are advised to contact the bureau's consult- 
ing company. "We are then asked to pay 
US$15,000 up front to find out how to com- 
ply with their tax rules," complains a 
Shanghai-based lawyer from Britain. “They 
get you for every penny they can. And 
who benefits?" 

In the absence of laws, there are rules 
and then clarifications. And because these 
often appear contradictory to confused for- 
eign businessmen, it seems that there are 
no rules at all, just the arbitrary interpreta- 
tion or whim of the official asked. 

A combination of bureaucratic fiat and 
the imbalance of supply and demand 
largely determine policy. This method is 
most evident — and potentially most dam- 
aging to Shanghai — in the disposal of 
land-use rights. Charges to use industrial 
land have soared to the point where they 
are equivalent to the fees on prime com- 
mercial land ownership in the United 
States. The cost of office space is also soar- 
ing. In the centrally located Ruijin Build- 
ing, for example, rent is now US$60 a 
square metre a month. Although that falls 
short of the more than US$200 charged for 
the same amount of space in some of Hong 
Kong's prime office towers, the costs are 
rising by the day. 

Indeed, prices have risen so swiftly that 
many locals have been shut out of the mar- 
ket. One resident tells of a cousin who went 
to Australia four years ago to make money 
that he eventually intended to invest in 
Shanghai property. Instead, he has formed 
a real-estate venture Down Under because 
prices at home have escalated so much that 
he cannot afford to invest. And potential 
foreign investors are finding Shanghai less 
attractive for manufacturing because of 
these steep price levels, bankers report. 

Land costs in Pudong, designed as an 
industrial satellite suburb, are five times 
higher than in areas to the west of Shang- 
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hai and eight times higher than in Tianjin's 
special economic zone, according to Indus- 
trial Bank of Japan in Shanghai. Sharp, a 
Japanese electronics manufacturer now 
operating in Pudong, is looking elsewhere 
as it considers expanding in China. Shang- 
hai Bell went into the area for one third the 
price of land today. “If it looked at the eco- 
nomics today, I don't think they would 
have gone in,” says a lawyer. 

The way land is allocated is also a con- 
cern for industry. Sometimes a deal is not 
what it seems. This is partly the outcome 
of steady decentralisation, which has 
meant that the municipality has less con- 
trol over the type of investment coming in, 
say local bankers. “Shanghai is a nightmare 
in relation to any other place,” says the 
British lawyer. “Things fall through at the 





Neon is money and space doesn't come cheap. 


last minute as someone else beats you to 
the post after you think you have an agree- 
ment; there can be serious stalemates be- 
cause of conflicts between the district coun- 
cils and the municipality. The municipality 
can support you, but the district can have 
other ideas." 

The land-price squeeze, as well as soar- 
ing costs for labour, is challenging Shang- 
hai's claim to be the productive heart of 
China. Japanese bankers say they have 
plenty of manufacturing clients whose first 
stop in China is Shanghai, particularly 
those closing down in Taiwan. 

But they are so dismayed by prices that 
they are looking for alternatives. Many are 
going to Suzhou, says Hideki Yamauchi, 
the branch manager of Sanwa Bank's 
Shanghai office. He is considering a trip to 
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Vietnam so he can better answer client 
questions about possible alternatives to 
Shanghai. He may not find prices much 
better there. Japanese trading company 
Nissho Iwai, for example, pays US$52 a 
square metre a month for an office in Ha- 
noi. Prices in the business centre of Ho Chi 
Minh City are even higher. 

Shanghai officials acknowledge the 
complaints of foreigners about high rents 
for land. “We know it is so expensive,” 
says Hua Jianmin, the unusually forthright 
chairman of the municipal planning com- 
mission. “There are lots of articles about 
how the rent is the highest in the world. In 
real estate in Shanghai, you are sure to 
make money and gain high profits. But 
that is because the supply is small. After a 
second round of investment, the city will 
be built up and the price will come 
down; it does reflect the market. We 
do not advocate the high price of 
land.” 

City officials say that foreign 
manufacturers already operating in 
the area are doing well. Of the top 
100 multinationals in the world, Hua 
says 28 are in his city; four or five of 
the largest joint ventures in China 
are in Shanghai. The profitability of 
Shanghai Bell (a joint venture that 
includes French company Alcatel) is 
nine times greater than the figure in 
its original feasibility study. Shang- 
hai Volkswagen now produces 
200,000 cars annually (up from 
10,000 seven years ago) and has 
made money for a decade, says Hua. 

The rate of success of corporate 
ventures (defined as meeting their 
original profitability forecasts) is 94%, 
he adds. A year-old study from the 
U.S. China Business Council indicates 
that 46% of American businesses in 
China had a rate of return that was 
better than expected and only 7% 
were disappointed in their opera- 
tions. The study does not break out 
responses from companies operating 
in Shanghai. “The early birds are all 
satisfied,” says Hua summarily. 

Westerners and Japanese bankers agree 
that companies that invested in Shanghai 
several years ago are profiting. But the cru- 
cial point is that their costs were far more 
reasonable and the competitive environ- 
ment less severe than they are now. “Now 
margins are lower. Profits aren't automatic 
any more," says the Western diplomat. 

Salaries also have increased dramati- 
cally. Figures from Bank of Tokyo in 
Shanghai indicate that factory wages have 
doubled in the past year (although official 
statistics show only a 30% rise) to Rmb 700 
(US$80) a month, compared with US$35 for 
workers in Vietnam's urban centres. 

And wages are only part of the story. 
“You see the basic wages and they look so 
small," says Yamauchi of Sanwa. "But then 
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there are so many allow- 
ances; the bill can be three 
or four times more." The 
American businessman 
says he pays a sum equal 
to 30% of his local staff- 
ers’ wage bill to the Peo- 
ple's Insurance Co. of 
China for "pensions" that 
he doubts his workers will 
ever receive. 

"There is no reason for 
labour-intensive industry 
to go to Shanghai any 
more," says a staffer at 
Bank of Tokyo. "That is 
why the textile industry is 
no longer in Shanghai." 
Even the higher-margin 
service industries are hav- 
ing difficulty coping with 
rapidly rising wage bills. 
"It is very frustrating if you try to keep 
people by paying them more," says the 
American businessman. "Everyone keeps 
leap-frogging.” 

At the same time, companies that nego- 
tiate with the city find that other incentives 
that formerly attracted foreign capital — 
such as tax breaks — are being eroded. 
Shanghai “is rapidly losing its comparative 
advantage,” Givant frets. “Now they sell it 
on the market alone. There is no attempt 
on any level to implement a policy main- 
taining low costs.” 

Indeed, many feel there is an unofficial 
policy to make foreigners underwrite the 
entire cost of developing the city. Unoffi- 
cially, the dual price system still persists; 
electricity charges for foreigners subsidise 
everyone else. The municipality is count- 
ing on foreign capital to pay at least half 
the estimated US$50 billion for developing 
Pudong, primarily as equity rather than 
debt. 

Many foreigners are questioning the 
city line that they have to come to Shang- 
hai. “You may have to market in Shanghai, 
but you don’t have to produce in Shang- 
hai,” says a staffer for an American bank 
who is originally from Hong Kong. Mo- 
torola studied the situation for months, 
then recently decided to locate its China 
headquarters in Guangzhou. 

The plan, of course, is to have Shanghai 
stand on two legs. If the manufacturing leg 
is shaky, what about the second leg, 
namely financial services? 

In addition to its stock exchange, Shang- 
hai boosts at least seven commodities ex- 
changes; its closest competitors, Beijing and 
Shenzhen, each have at least three official 
exchanges, with volumes a small fraction 
of those in Shanghai. The city is deter- 
mined to fight for trading in government 
bonds against challengers in Beijing, 
Wuhan and Tianjin. These cities argue that 
Shanghai shouldn’t have everything. 

Although Shanghai is moving fast to 


Pudong (foreground) with its landmark TV tower. 


become a global financial powerhouse, its 
markets remain relatively immature. Too 
many currency restrictions remain and too 
many markets are closed to foreigners. The 
Shanghai Metals Exchange (housed in a 
hotel until its new home in Pudong is 
ready) illustrates both Shanghai's domestic 
power and its shortcomings as an interna- 
tional financial centre. 

Eighty percent of trading is in copper 
because the prices of gold and silver are 
still controlled. But while trading in Shang- 
hai might influence prices elsewhere in 
China (through satellite links), it has little 
impact on the London Metals Exchange. 
This is because trading in China is dis- 
torted by expectations regarding the ren- 
minbi and how much copper and other 
metals will be allowed into the country. 

The system is an insider's game. Quo- 
tas are decided by ministries whose trad- 
ing arms are the biggest players on the ex- 
change; others include securities firms, 
manufacturers and trading companies 
(who presumably have friends at the min- 
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istry to provide inside in- 
formation). And when 
prices move too much out 
of line, the authorities 
promptly shut down trad- 
ing, as they did earlier this 
year in coal, sugar, steel 
and oil. If Shanghai is to 
be more than, say, Tokyo 
(mainly a huge domestic 
market), it will have to 
curb the widespread in- 
sider trading, increase 
transparency and reduce 
the threat of intervention 
by authorities. 

But in the meantime, 
foreign banks and broker- 
ages are rushing in. In 
June, Dutch bank ABN- 
Amro became the first to 
return to its pre-revolu- 
tion site at the Peace Hotel on the Bund. 
Hongkong & Shanghai Banking Corp. has 
been negotiating for months to do the 
same. Within two months earlier this year, 
the Garden Hotel alone hosted opening re- 
ceptions for 14 financial institutions; there 
are at least two dozen foreign brokerages 
in the city. 

Shanghai is also making some progress 
on other fronts. Bureaucracy has become 
less fearsome and less tiresome. The aver- 
age time to receive approval for a joint ven- 
ture is now 23 months, down from five 
years previously, says another banker from 
Hong Kong. 

It can still take six months to get a tele- 
phone line, but the infrastructure is rapidly 
improving. The port is being modernised 
with the help of Hong Kong capital. New 
bridges and tunnels span the Huangpu 
River. The first five stops on Shanghai's 
first metro already are functioning. New 
highways will soon criss-cross the city. A 
new airport is being planned in Pudong. 
Many observers suggest that Shanghai will 
get its physical act together well before 
other troubled capitals such as Taipei, 
Bangkok or Jakarta. 

But whether it can get its economic and 
social act together is less clear. At the mo- 
ment, residents are as focused as those who 
govern them on discovering the delights of 
overnight capitalism. Some professors only 
give high marks to students who enrol in 
their private evening classes (for a fee); lo- 
cal journalists charge to attend press con- 
ferences. 

So far, city dwellers are more conscious 
of the improvements in their lives than 
they are of the inequities. Indeed, they feel 
they have been the beneficiaries of the 
changes as more of Shanghai's wealth is 
allowed to stay at home. But it will require 
a major balancing act to sustain a general 
sense of well-being as the gaps widen be- 
tween those who have and those who have 
less. w 
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Location Isn't Everything 


Pudong's prices drive away manufacturers 


Pudong was supposed to 
be Shanghai's release 
valve, its answer to chok- 
ing congestion in the old 
| centre of Puxi and its ticket 
to recreating itself as an in- 
dustrial powerhouse. 

That plan, however, is going awry. The 
pervasive desire to extract the maximum 

ible in fees and rents vexes the deve- 
lopment of the 350-square-kilometre zone 
on the east side of the Huangpu River. The 
result: high costs for land in an area in- 
tended to be a low-cost manufacturing 
haven. 

The price for industrial land in Pudong 
is now five times that of comparable plots 
to the west of the city. In Jingiao Export 
Processing Development Zone, which 
benefits from extensive privileges, the rate 
is almost US$120,000 a square metre for 50 
years; in other parts of Pudong, the  .. 
charge is a relative bargain — 
US$400-600 a square metre for 70 
years. 

The cheapest rights are going for 
US$75 a square metre for 50 years in 
areas farthest from downtown 
Shanghai, says Shi Zhun Cheng, à 
senior engineer with the Economic 
and Trade Bureau of Shanghai 
Pudong New Area. But where the 
towering skyscrapers of Pudong's 
financial district will stand, rents 
will be equal to the Bund, though 
not for lack of supply. The 50-year 
mega-plan to develop the area calls 
for 50 high-rises, at least one of 
which will tower 88 storeys. 

The rush to cash in is under- 
mining the idea of Pudong, an area 
that is still largely farmland. Government 
bureaucrats overseeing the development 
zone insist that in 10 years, foreign joint 
ventures making vehicles, vehicle parts (a 
priority sector) and computer components 
will occupy the area. But others aren't so 
sure. 
"Land prices in Pudong are so high they 
are preventing some companies from go- 
ing there," says the deputy branch man- 
ager of a Japanese bank in Shanghai. 
"There is a mini-bubble. Some people in 
the Shanghai government want to get the 
quick profits up front. It would be better if 
they allowed the companies in, allowed 
them to make profits and then let them 

y tax." 

When asked about the high costs, 
Shanghai officials say the area's superior 
facilities merit such prices. "Maybe other 
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places are cheaper, but they do not pro- 
vide as much," says Hua Jianmin, chair- 
man of Shanghai's municipal planning 
commission. “Jiangsu and Zhejiang [neigh- 
bouring provinces] are much cheaper, but 
they have no facilities. You have to put in 
money later for facilities" such as electri- 
city, sewage and water. 

But the price he then cites — Rmb 
200,000 (US$23,000) — is not nearly high 
enough to account for the gap between the 
two areas. Nor does the cost of relocating 
the present population of the area explain 
the high charge for land in Pudong. (Com- 
pensation, according to the authorities, in- 
volves a payment of Rmb 100,000 for hous- 
ing and Rmb 50,000 for a lost job.) 

Part of the explanation for this feverish 
desire to collect money up front lies in the 
structure of the organisations that have 
authority over Pudong. The district has 
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been carved into four development zones; 
each zone offers minimal taxation and 
Shanghai Outer Gaogiao is a free-trade 
zone. 

Development-zone corporations, two of 
which are listed in Shanghai (Outer 
Gaogiao and Jinqiao), control the areas. The 
aim is to raise capital; the government — à 
majority shareholder in all four corpora- 
tions — intends for foreigners to pay at 
least half the estimated US$50 billion cost 
to develop the area. 

The listed corporations, concerned 
about returns for shareholders, aim to max- 
imise short-term profits. But that goal is at 
odds with the long-term development of 
Pudong. The result: the same confusion of 
public and private that foreign investors 
find everywhere in Shanghai. 

The four companies are supposed to sell 
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the land to the most "productive" inves- 
tors and then use the profit to develop 
Pudong's infrastructure. The reality, 
though, is quite different, particularly in 
Jingiao, say analysts, bankers and lawyers. 
One attorney claims that 8096 of the land is 
being sold for speculative purposes to lo- 
cal front companies that pose as foreign 
joint ventures. “They are killing manufac- 
turers' interest in Pudong," he charges. 

The development zones “have a licence 
to print money," claims an analyst work- 
ing for a European brokerage. They re- 
ceive the land from the government at 
prices that are below market, and lease it 
at huge margins. The analyst claims the 
average cost the development-zone corpo- 
rations pay for the right to land is US$60 a 
square metre; the average sales price is 
about US$150 a square metre. And since 
their costs are in weak renminbi and their 
sales are in strong U.S. dollars, the profit 
margin is even wider than these figures 
suggest. 

Moreover, profits are not always 
ploughed back into improving the area. 
Jingiao, for example, takes stakes in com- 
panies investing in its zone. It is also buy- 
ing land in the old city and as far away as 
Wuhan, about 600 kilometres to the 
west. 

Jingiao spokesmen claim they 
have to show profit growth to at- 
; tract investment in their company. 
And with their realm confined to six 
square kilometres in Pudong, they 
reason that few would buy their 
shares unless they expanded. 

Meanwhile, districts to the west 
of Shanghai are benefiting from 
Pudong's excess by undercutting its 
costs. The price of land in Minhang 
— 30 kilometres from downtown 
Shanghai and with a population of 
500,000 — is about US$40 per 
square metre for 50 years. That in- 
cludes electricity and a relatively 
short one-month wait for a tele- 
phone line. 

Even Hua of Shanghai's planning com- 
mission concedes that the cost of land in 
the city can be 40-150 times that of areas 
such as Minhang, which has three deve- 
lopment zones. Last year, the Minhang 
zones approved a total of 365 joint ven- 
tures. Xerox, PepsiCo and Coca-Cola all 
have factories in the area; Mitsubishi and 
Sony intend to open plants there. 

At the same time, the western suburb 
claims to offer the same privileges as 
Pudong, such as a 15% tax rate. “The pref- 
erential treatment given to Pudong means 
nothing," says Giang Yumin of the Foreign 
Economic Relations and Trade Commis- 
sion of Minhang District, Shanghai. "There 
is no real macro plan. Every locality is con- 
cerned with its own benefit. It is beginning 
to be like [independent, free-wheeling] 
Guangdong." m Henny Sender 
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Patience Pays 


Garden Hotel reflects pain, promise of Shanghai 


The preserved French fa- 
cade of the Garden Hotel 
reveals no evidence of the 
frustration that went into 
j creating Shanghai's fa- 

voured five-star refuge. 
“Every day I took stomach medicine,” re- 
calls Michio Kurihara, a director at Nomu- 
ra China Investment Co. who was origi- 
nally responsible for the project. To begin 
with, the hotel agreement signed in 1984 
by the Jin Jiang Group and a subsidiary of 
Japan's Nomura Securities required 45 
chops to make it official. "Myself, I did not 
know the system or how strict the bureauc- 
racy was," Kurihara says. 

Ten years later, Kurihara’s endurance 
has been rewarded. The hotel's occupancy 
rate is well over 90%. Even staffers at Kerry 
Trading, whose sister company — the 
Shangri-La — operates the nearby Portman 
Hotel, say the Garden is the city's premier 
hotel. When the International Olympic 
Committee visited Shanghai during the 
East Asian Games last year, local authori- 
ties booked the dignitaries into the Chi- 
nese-controlled Jin Jiang Tower Hotel. 
They were quickly overruled by Beijing 
authorities, who insisted that the visitors 
stay at the Garden. German Chancellor 
Helmut Kohl and French Prime Minister 
Edouard Balladur were recent guests. 

But like many other ventures in Shang- 
hai that seem so successful now, the early 
years were so troubled that the Garden re- 
mains as much a symbol of the difficulties 
of doing business in the city as of the po- 
tential gains. 

Problems began even before ground 
was broken on the site of the former French 
Sports Club. The local branch of the con- 
struction bureau suggested that Obayashi, 
the Japanese company hired to build the 
hotel, use foreign wage scales for its crews. 
So at a time when local labourers were 
earning Rmb 50-60 a month (then about 
US$20 at official rates), the Japanese were 
asked to pay US$18 an hour. Negotiations 
eventually reduced this to a still expensive 
US$12-15 a day. 

The municipality then urged Nomura 
to hire a local Chinese company, rather 
than a Japanese contractor, to reduce costs. 
Nomura used both. The company re- 
cruited 2,000 inexperienced workers from 
the countryside; those directing them were 
also new to their task. 

"There is no coordination in China," 
says Kurihara. "The walls would go up, 
but since the electric and water pipes 
hadn't yet been laid, the walls would then 








The Garden: legal and illegal demands. 


have to be torn down." 

Theft was rampant. In response, 300 se- 
curity officers were employed. They stole 
too. The project took five years to finish — 
three years and Y3 billion (US$28 million at 
current rates) over budget. 

The difficulties didn't end there, how- 
ever. After the hotel opened in 1989 under 
the management of the Tokyo-based 
Okura Group, the Shanghai government 
allocated several hundred mid-school gra- 
duates as employees. The recruits slept 
through training sessions until the hotel 
began paying for results — Rmb 10 per 
phrase in English or Japanese. Half were 
considered unemployable (most often be- 
cause of theft). But when they were dis- 
missed, they and their families threatened 
to harm the hotel or its staff. As a result, 
the hotel asked for special protection for its 
expat staffers. Eventually, then-Mayor Zhu 
Rongji intervened at Kurihara's request to 
ease the situation. 

Then there were the cultural problems. 
Remnants of the Cultural Revolution were 
still evident among staff when the hotel 
opened, says Kurihara. "Peoples minds 
weren't gentle. Nobody smiled; nobody 
greeted guests," he recounts. He says he 
told staff: "Your smile brings guests who 
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pay your salary, so you should smile." Chi- 
nese cooks were replaced by Hong Kong 
chefs because the locals were reluctant to 
train apprentices. In China's fiercely com- 
petitive environment, information — in 
this case recipes — is an advantage. Why 
share it? 

Four years later, everything appears to 
be running smoothly. But under the sur- 
face, problems remain. Unexpected costs 
continue to crop up. When new (and un- 
clear) duties were announced for new cars, 
the hotel rushed to buy as many as it could 
before the deadline. The Garden pays an 
average Rmb 1,300 a month to its staff, up 
70% from last year. To try to motivate re- 
cruits, the hotel used to pay for trips to 
Tokyo. It stopped after some workers dis- 
appeared and the Japanese consulate re- 
fused to issue more visas. 

The hotel is constantly confronted with 
demands and levies from the city, not all 
of them legal. But a partially foreign- 
owned hotel is seen as one of the more 
accessible sources of revenue in a city 
where everyone is looking for easy pick- 
ings. Once, the hotel received a visit from a 
so-called Cultural Commission that de- 
manded that the hotel pay 6% of revenues 
from areas where music was played on the 
premises. The hotel refused and again re- 
ceived extra support from the mayor's of- 
fice. In another instance, burning leaves 
outside brought a heavy pollution fine. 
Perversely, the hotel was recently engaged 
in discussions with the Price Bureau, which 
demanded to know why the hotel was 
charging its guests to use its telephones. 

The hardest task has been to train the 
local staff to treat Chinese guests well, say 
hotel executives. "They think, ^who are 
they to be here?” explains an expat man- 
ager. "It is especially severe if the Chinese 
guest is married to a Westerner or a Japan- 
ese. They are treated one way when they 
are with their spouse and another when 
they are alone." 

Relations with locals are still delicate. 
“If you have a problem with someone, it is 
suddenly you against 1 billion Chinese," 
says the expat manager. When one staffer 
told a Chinese journalist that the hotel 
swimming pool would not be open to 
Shanghai's 14 million residents, the next 
day's headline implied that the decision 
was somehow racist and exploitive. 

Whether the venture will be literally 
worth it for Nomura remains to be seen. 
Some say the company's Y17 billion invest- 
ment in the project will prove to be its most 
profitable ever. "Except for taxes and 
wages, all the revenue goes straight to To- 
kyo," says the hotel manager. 

Others maintain Nomura will be fortu- 
nate merely to break even. The company 
has another 25 years to find out. When its 
lease expires in 2020, the building will re- 
vert to the Jin Jiang Group for US$1. 

E Henny Sender 
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Without You 
I'm Nothing 

New report says China 
propels Pacifc Rim growth 


By Michael Zielenziger in San Francisco 
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he Japanese economy is weak and 
wheezing. The American recovery is 
only now gathering steam. And 
Europe still struggles with staggeringly 
high unemployment. If the world's three 
most powerful economies are sputtering, 
how come Asia seems to be doing so well? 

The answer is China, says the Pacific 
Economic Cooperation Council (PECC), 
which represents business, government 
and academia in 21 Pacific Rim countries. 

In its annual Pacific Economic Outlook, 
the council predicts China's boom will 
buoy growth not only of Asia, but of the 
whole Pacific Rim. It projects the larger 
region will grow 4.2% this year and next 
(up from 3.8% last year) — far faster than 
either the United States or Japan can ex- 
pect to grow on their own. What's more, 
it says, inflation in the region is moderat- 
ing despite the faster growth. The report 
projects Pacific Rim inflation at 3.5% this 
year and 3.8% the next, compared with 
4.0% in 1993. 

"The combination of rapid growth with 
minimal inflation would be an outstand- 
ing achievement for the region, and that is 
what is being forecast for both 1994 and 


China Jump 





JUNE 23, 1994 


1995,” writes Lawrence Krause, an econo- 
mist at the University of California, San 
Diego, and the coordinator of the annual 
report, the only forecast of its kind for the 
Pacific Rim. Since first issued in 1989, it has 
consistently come within a half percentage 
point of predicting actual growth within 
the region. 

China, says Krause in an interview, has 
become “the principal engine of economic 
growth in the region,” and its expansion is 
likely to moderate only slightly, trom a tor- 
rid 13.4% last year to 10% this year and 
8.2% in 1995. 

“China has been growing rapidly, and 
some people have referred to it as a growth 
pole," says Krause. "But really, it's more of 
a locomotive of growth, sucking in imports 
and investments from all over the world." 

China's imports have surged more than 
25% in each of the past two years, and a 
growing share of these come from other 


Pacific economies increasingly dependent | 


on China, Krause says. 


The region must closely monitor Chi- | 
na's efforts to cool its overheated develop- | 
ment, he believes. China's double-digit | 
growth is unsustainable, Krause says, yet | 
the authorities lack the mechanisms that | 
might keep the inevitable slowdown from | 


becoming a "hard landing." 


Failure to cool growth could only exa- | 
cerbate social tensions stemming from ram- - 
pant inflation (currently exceeding 20% in | 
the cities) and an uneven distribution of | 
the new prosperity. But slamming too hard _ 
on the monetary brakes — the only eco- - 


nomic instrument at Beijing’s disposal — 


could create a tumble that would disrupt | 


growth in the rest of the Pacific region. 


“There are possible derailments on ei- | 
ther side," Krause says. “In addition, the | 
policy instruments at the central govern- | 


ment's disposal are inadequate" to solve 
the economic problems because reform of 
state-owned enterprises has not yet been 
carried far enough. 

In addition to the China problem, 
Krause says his generally positive forecasts 
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for growth in Asia could be deflated by 


growing trade conflicts between the U.S. 
and Japan, or by political uncertainty in 
the latter, which has a fragile coalition gov- 
ernment. 

The Outlook is especially stinging in its 
critique of Japan and its failure to lift its 
troubled economy out of prolonged reces- 
sion. Either the government miscalculated 
the amount of stimulation the economy 
needed, Krause concludes, or government 
bureaucrats "deliberately misled the pub- 
lic in order to keep the budget deficits more 
manageable. 

"None of these alternatives is encourag- 
ing," Krause writes. "It is widely recog- 
nized that governments pay a price if their 
credibility is undermined by policy errors, 
and the Japanese government is risking 
such an event." n 
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MEDIA 


Sky's the 
Limit 

alaysian Resources 
considers satellite venture 


By Doug Tsuruoka in Kuala Lumpur 


he race to develop Asia's satellite- 
TV market is becoming more crowd- 
ed. Media industry sources say Ma- 
laysian Resources Corp. (MRCB), the na- 
tion's largest media group, is conducting 
talks with various partners to launch and 
operate its first broadcast and communica- 
tions satellite. 

Sources say that MRCB intends to use 
the satellite partly to air an Asean busi- 
ness-news channel in local languages. The 
Pd owns New Straits Times Press 





nd TV3 (Malaysia's only private TV sta- 
tion), which is expected to provide the pro- 
gramming for the business channel. 

Khalid Ahmad, MRCB’s director in 
charge of the satellite prgct, did not re- 
ply to a faxed query about the group's 
plans. But leading Chinese-language daily 
Nanyang Siang Pau reported that MRCB has 
already signed an agreement with Colo- 
rado-based consulting firm Horizon Tele- 
com Services (an offshoot of Unicom Sat- 
ellite) to help develop the service. MRCB 
has also circulated a proposal for the sat- 
ellite venture within the Malaysian Gov- 
ernment. A formal proposal is expected to 
follow soon. 

Andre Schwegler, a director and execu- 
tive vice-president of Horizon, would not 
comment on his company’s dealings with 
MRCB. Industry sources, however, say Ho- 
rizon is close to finishing a feasibility study 
for MRCB. 

According to the plan, MRCB is consid- 
ering buying an existing Russian satellite 
for initial transmissions. After this, the Ma- 
laysians are planning to purchase a new 
Russian satellite and launch it in a slot pro- 
vided by TongaSat, an international group 
of satellite experts with close ties to the 
Tonga government. 

The satellite venture, however, awaits 
approval from Prime Minister Datuk Seri 
Mahathir Mohamad. The Malaysian Gov- 
ernment has sought to prevent excessive 
competition in satellite communications. If 
MRCP's plan is approved, it will be the third 
Malaysian company to enter the space- 
based multi-media and communications 
market. 

The first local company to announce 
such plans is Binariang, a consortium con- 
trolled by Malaysian gambling and prop- 


erty tycoon Ananda Krishnan and other 
local partners. Binariang plans to launch 
the Measat I satellite by late 1995. 

The second contender is Malaysian air 
transport and cellular communications ty- 
coon Tajudin Ramli. Tajudin, through a 
49% interest in United States-based satel- 
lite company Rimsat, launched a Russian- 
made Gorizont communications satellite 
from Central Asia last November. 

In addition to its business TV plans, 
MRCB has a licence from Malaysia's Tele- 
coms Department to enter the Personal 
Communications Network field. The li- 
cence enables MRCB to provide business ex- 
ecutives with a ground-based "mobile of- 
fice" that includes cellular-telephone, fac- 
simile and video capability. The proposed 
MRCB satellite could enhance such technol- 
Ogy. 

MRCP's intention to beam business pro- 
grammes to Southeast Asian TV viewers 
would place it in competition with media 
organisations such as Cable News Net- 
work and Asia Business News, a Singa- 
pore-based satellite news service that is 





One in a possible field of three. 


owned in part by Dow Jones, which also 
publishes the REVIEW. 

But MRCB faces potential criticism be- 
cause of its use of Tongan satellite slots. 
TongaSat says it has obtained at least six 
orbital slots serving the Pacific and Indian 
oceans. The large number sought stems 
from foreign-backed TongaSat's success in 
convincing Tonga's government to allow 
the consortium to apply for slots under the 
kingdom's legal auspices. 

Tajudin also used a Tongan slot for his 
November satellite launch. Some industry 
experts charge that the Pacific island is 
seeking choice satellite slots that exceed its 
needs. Critics say this presents a com- 
petitive disadvantage for other nations in 
the region that have been slower to apply 
for slots. Many of these countries also plan 
to launch satellites of their own. a 
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Malaysian 
Message 


Rafidah seeks investment, 
but warns about costs 


By Michael Zielenziger in San Francisco 


ith a sizzling slide show and the 
lure of tax incentives, Malaysia's 
trade minister and top corporate 
leaders are trying to lure foreign invest- 
ment from California's Silicon Valley. 

But in a recent visit, Rafidah Aziz, the 
minister of international trade and indus- 
try, was quick to warn American com- 
panies that they shouldn't even consider 
relocating to Malaysia if they seek only 
low-wage workers to carry out labour-in- 
tensive manufacturing. 

“If you are looking for cheap labour and 
lower technology, Malaysia will not be the 
place for you," Rafidah cautioned about 
200 business executives who attended a 
Malavsian roadshow in San Jose. "We are 
looking for jobs with more brain power 
required, not just brawn power." 

Rafidah said her government is already 
telling labour-intensive Malaysian firms to 
relocate out of the country, so the nation 
can train workers for more value-added 
manufacturing. ^We are lower cost, but we 
are not cheap," she said. 

Malaysia is hardly unknown to hi-tech 
manufacturers. A number of Silicon Valley 
companies, especially disk-drive and semi- 
conductor firms, have flocked there in re- 
cent years to take advantage of its relatively 
low cost structure and skilled worktorce. 
Intel produces semiconductor chips in Pen- 
ang, while Hewlett-Packard's (H-P) com- 
munications components-making plant has 
won company awards for the high quality 
of its output. Last year, U.S. firms invested 
US$2.7 billion in Malaysia, making them 
the second-largest investors after Japan. 

“We wouldn't still be in Malaysia if we 
weren't satisfied," said James Horner, gen- 
eral manager of H-P's components and 
communications division. H-P has been 
operating in Malaysia since 1972; the latest 
H-P disk drive being designed in California 
will be made in a Malaysian factory. 

Rafidah acknowledged that her trade 
mission — with stops in Salt Lake City, 
Houston, Atlanta and Washington — 
won't necessarily lead to instant commit- 
ments by U.S. firms. "It's a place for net- 
working," she said in an interview. "In one 
or two years, when the companies need to 
expand overseas, they already have first- 
hand information." u 
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The Far Eastern Economic Review, Asia's business newsweekly, now offers ever greater 
penetration of the region's business leaders and affluent consumers. 


Now you can enhance your advertising campaign in the Review with a multilingual reach into 
any of eight key markets — and earn free bonus pages when you do. 


Only one magazine in each country has been selected for its ability to extend on the Review's 
reach into the rich pool of local leaders. 


“Asia As You Like It" is innovative as a marketing strategy because it provides you the most 
attractive benefits of both international and local media. And, with effective discounts 
starting at 12.5%, it's a resourceful media plan tailor-made for the 90's. 


Until Asia speaks a common language, “Asia As You Like It" is the most intelligent method 
yet devised for you to communicate. 


For more information contact the Far Eastern Economic Review's Karen Mullis in 
Hong Kong: phone (852) 508-4461 or fax (852) 503-1537. 
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THE ASIAN MANAGEMENT AWARDS 
ENHANCING A KEY 
ASIAN DEVELOPMENT RESOURCE 


he markets that are going to prosper and grow in this decade can all 
be found in Asia, save for Mexico, and perhaps, Israel,” according to 
author of Winning Worldwide Douglas Lamont. Lamont traces Asia's 
growth to a desire to possess equal advantage with developed mar- 
ketplaces. To achieve equal advantage, Lamont says, Asia must develop two key 
resources: infrastructure and managerial capability. 





The Asian Management Awards program was conceived and developed to en- 
hance Asia's managerial capability by identifying and communicating instances in 
which Asian organizations demonstrate excellence and innovation in meeting 
challenges to growth and prosperity. The Asian Institute of Management and the 
Far Eastern Economic Review are honored to present The Awards — Asia's most 
rigorous examination of corporate and organizational excellence — in partner- 
ship with leading companies and organizations in Asia. 


The Asian Institute of Management, established in 1968, is the product of the 
vision of Asian business people and educators. Over 20,000 graduates and pro- 
gram participants hold management positions in Asia's leading corporations, 
have decision-making responsibilities in Asian governments or are entrepreneurs 
in Asia's dynamic markets. 


The Far Eastern Economic Review — ranked "Most Important Reading for Busi- 
ness" among magazines in Asia by Asian businessmen — is Asia's business newsweekly, 
the global business magazine with an Asian perspective on events and trends. As 
the world increasingly looks for news about Asia, especially Asia’s economic 
boom, the world increasingly looks to the Review. 


A PRINCIPAL SPONSOR: SIAM COMMERCIAL BANK 


First in Banking. First in Service. Established 
by Royal Decree in 1904, the Siam Commercial 
Bank (SCB) is Thailand's first and oldest 
financial institution. SCB established the 
first provincial branch in Thailand, introduced 
the first Automatic Teller Machines and 
Infobanking and took the lead in decentralizing 
to make the bank more customer-oriented. 





Voted “The Most Outstanding Honourable Company of the Year” in 1989 and 
1990 by the Faculty of Commerce and Accountancy of Thammasat University, 
“The Best Managed Bank in Thailand" by Asiamoney, “Bank of the Year" in 
1989, 1990, 1991, and 1992 by Money and Banking, “Bank of the Year” in 
1988, 1989, and 1990 by Interest and selected as one of the “Top 10 Companies 
of Thailand” in 1993 by the Far Eastern Economic Review in its Review 200: 
Asia's Leading Companies, SCB has consistently demonstrated its readiness to 
meet the challenges of an expanding Thai economy. And it is the first Thai bank 
to operate in Cambodia and Laos. 





BUDGETS 


Getting Tough 


Pakistan's Bhutto tries for fiscal austerity 





3y Ahmed Rashid in Lahore 

or weeks beforehand, Prime Minister 

Benazir Bhutto had warned that her 

1994-95 budget would be a tough 
one. “I have no Aladdin's lamp to change 
economic conditions overnight," she said 
in a national TV address the night before 
the budget. “We will have to sacrifice this 
year to reduce the budget deficit." 

People feared the worst on the evening 
of June 9 as they gathered around their TV 
sets to see the budget presented to the Na- 
tional Assembly by Finance Minister 
Makhdoom Shahabuddin. Breaking with 
tradition, the government switched off the 
live broadcast at the last moment, fearing 
that the opposition would create an un- 
seemly rumpus in the House. That only 
exacerbated public fears, until the speech 
was broadcast later that night. 

What the public got in the end was a 
bold budget that aims to trim the fiscal 
deficit and liberalise the economy in hopes 
of attracting greater foreign investment. To 
narrow the deficit and increase revenues, 
Bhutto imposed new taxes that will prob- 
ably fuel inflation and may prolong the 
recession, analysts say. On the other hand, 
she declined to raise commodities prices, 
which would have generated a storm of 
public protest. 

The Rs 385 billion (US$11.8 billion) 
budget for the year that begins on July 1 is 
nearly a third larger than that for the 
present year. That hardly seems austere, 
but behind the increased spending i is Rs 28 
billion in new taxes and a 22% rise in de- 
velopment assistance, to Rs 90 billion. It 
Fs forecasts a deficit of Rs 45.5 billion, or 

4% of GDP. That's down from a projected 
5.8% in the current year and 7.9% a year 
ago. 

“It's a good sign that Bhutto is prepared 
to sacrifice her personal popularity by 
pushing for austerity," says a Western dip- 
lomat. 

The government vows to hold borrow- 
ing to Rs 15 billion, far below the Rs 62 
billion borrowed in 1992-93 under then- 
Prime Minister, now opposition leader, 
Nawaz Sharif, whom Bhutto blames for the 
present economic mess. "Our conscience 
does not permit us to gain cheap popular- 
ity by taking bank loans for cosmetic pur- 
poses," Bhutto said. 

The budget also cuts import duties and 
cancels import-licence fees in a bid to elimi- 
nate smuggling. Surprisingly, it also re- 
strains defence spending despite continued 
tensions with India. Foreign bankers wel- 
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Shahabuddin had a bold budget to offer. 


comed these measures, saying they would 
help increase foreign investment and boost 
the country's foreign-exchange reserves, 
which currently stand at US$2.1 billion. 

Others are sceptical. “The budget is con- 
cealing more than it reveals,” says Hafeez 
Pasha, director of the Applied Economic 
Research Centre and commerce minister in 
last year's caretaker government. “We esti- 
mate the current year will close with a defi- 
cit of more like 6.9% [of Gpr]." Debt serv- 
ice, the biggest single expenditure (at 35.3% 
of the total, excluding assistance), will rise 
5.5% in 1994-95, 

Defence, the second-largest item 
(26.4%), will rise only 8.6% to US$3.3 bil- 
lion. Many feared that India's sharply ris- 
ing defence spending would spur Pakistan 
to follow suit. Instead, the increase, which 
includes a 35% rise in military salaries, 
merely keeps pace with inflation. 

The other side of austerity is a rise in 
taxes. The budget imposes a 15% sales tax 
on 169 domestically produced consumer 
items and on 108 imported items, doubles 
the price of gas, and slaps a 50% excise 
duty on many services. Many economists 
expect these measures to slow the economy 
and spur inflation from the official 10.8%, a 
figure even Bhutto concedes is about one 
third understated. 
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“The budget is too heavy on indirect 
taxes, which will exacerbate the recession,” 
says economist Pasha. “They want to raise 
Rs 50 billion, but it cannot be done. The 
most that can be raised will be more like 
Rs 20 billion.” S. M. Muneer, president of 
the Federation of Pakistan Chambers of 
Commerce & Industry, fears the sales tax 
“will result in increased interference by 
excise staff and lead to harassment and cor- 
ruption.” 

Many fear the huge increase in gas 
prices will lead quickly to across- -the-board 
price rises, including another increase in 
electricity charges. Industrialists slammed 
the new taxes, saying the government has 
no way to collect them. 

To tackle smuggling, which totals an 
estimated Rs 50 billion a year, the budget 
cuts the average tariff to 70% from 92%, 
and converts excise duties to ad-valorem 
rates. It slashes heavy duties on electronic 
goods, the most heavily smuggled items. 
Bhutto continues to threaten a crackdown 
on tax evaders and vows to broaden the 
tax base. So far there has been little action, 
though. Only 13.5% of GDP comes from in- 
come tax, paid by just 1 million of Pakis- 
tan's 120 million people. 

Although businessmen are pleased by a 
cut in corporate income taxes (to 62% from 
64% for banks; to 39% from 42% for public 
companies), they criticise the dearth of con- 
crete measures to broaden the income-tax 
base. Businessmen in Punjab, the country's 
largest province, and one afflicted by a 
failed cotton crop, drought and massive 
electricity shortages, say the budget con- 
tains too few incentives to get the economy 
moving again. 

According to the government's annual 
Economic Survey, released before the bud- 
get, GDP will have grown 4% in 1993-94, up 
from 2.3% in 1992-93. The government is 
targeting growth of 7% in 1994-95, a level 
it last achieved in the 1980s. Many doubt 
that's possible now. 

"The economy will continue to stagnate 
because of a lack of stimulus, and they are 
not going to be able to raise the revenues 
they predict," says Tariq Rehman, a lead- 
ing Lahore industrialist. ^The high taxes 
on services will reduce demand and lead 
to massive leakages and tax evasion." 

Meanwhile, government attempts to 
lure direct foreign investment have pro- 
duced only negligible returns, and few ex- 
pect a sharp improvement. In the first nine 
months of the current fiscal year, direct for- 
eign investment reached only US$131 mil- 
lion, while portfolio investment totalled 
USS286 million. To some, that's no sur- 

rise. 

"Last year we had four governments, 
and this year Benazir Bhutto and Nawaz 
Sharif are still at each other's throats," says 
a senior government official. "So it's diffi- 
cult projecting a sense of political stability 
for foreign investors." Gi 
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BUSINESS 


ECONOMIES 


On the 
Mend 


Japanese business 
sentiment improves 


By Charles Smith in Toyo — C—™S” 


the Bank of Japan's latest quarterly busi- 

ness survey — the Tankan — suggests 
that things are looking up in the Japanese 
economy for the first time since 1989. 

The Tankan's most celebrated feature, a 
diffusion index designed to measure the 
state of mind of managers at 392 big com- 
panies in some 15 manufacturing indus- 
tries, stood at minus 50 in the latest survey. 
This was a 6-point improvement from the 
last survey released in March. 

The negative figure means there are still 
more pessimists than optimists in Japanese 
industry, but the balance is shifting. The 
last time the Tankan indicated an improve- 
ment in the business climate was in May 
1989, when the diffusion index stood at 
plus 55 — a figure that plunged precipi- 
tously over the next 18 months. 

“The Tankan’s findings don't mean that 
strong upward forces have started work- 
ing in the economy," cautions Kengo 
Inoue, deputy head of the Bank of Japan 
Research and Statistics Department. "But 
they do suggest that the direction may 
have shifted." Brian Rose, senior economist 
at the Daiwa Institute of Research (DIR), 
was more positive. “The Tankan confirms 
what we've been suspecting for the past 
three months. Whatever may be happen- 
ing on the ground, business sentiment in 
Japan is definitely on the mend." 

Apart from the diffusion index, which 
measures the mood of business, the Tan- 
kan provides the most complete available 
picture of short-term quantitative trends in 
the economy. 

One of the survey's more striking find- 
ings is that profits in the manufacturing 
sector will surge 15% in fiscal 1994 (the 12 
months ending next March) after falling for 
three years. 

“A profit recovery on that scale looks 
remarkable considering that industry is still 
basically mired in recession," says Keisuke 
Iwasaki, senior economist at Sanwa Re- 
search Institute. "But it makes sense when 
you look at the restructuring efforts of 
Japanese corporations — especially in the 
area of labour costs.” Iwasaki says a 2.7% 
year-on-year decline in the number of 
workers in the manufacturing sector shows 
that industry is finally getting its labour 


I t's still a question of shades of grey. But 
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costs under control. 


The Tankan's finding that manufactur- | 


ers investment plans have begun to bot- 


You Ask, 


tom out is another piece of good news, sug- 
gests Iwasaki. But the shift, from a 21% fall 


in actual spending in the last fiscal year to | 


We Deliver 


a 6.3% cut forecast for 1994, requires some 
scrutiny. When the Bank of Japan surveyed _ 
investment plans in the summer of 1993, 
industry was forecasting only a 10.5% fall 
in spending — not so different from this 
year's forecast of a 6.3% drop. 

Another problem comes from the coun- 
ter-cyclical behaviour of the oil-refining in- 
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dustry. Oil refiners expect to spend 20% | 


more on new plant and equipment this | 


| B bargaining chip. So when the World 
planning that has little to do with the cur- | 


year. But this is the result of long-term 


rent state of the economy. The only other - 
sizable increase in planned investment | 


comes in the electrical-machinery sector. 


businessmen: it overlooks government's 
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BUDGETS 


Bangladesh budget 
advances liberalisation 


By s. Kamaluddin in Dhaka G M 


‘illions of US. dollars are a a powerful 


Bank in April demanded that Bang- 
ladesh quicken the pace of economic re- 
form and promote private investment or 


| risk jeopardising a new US$2.1 billion aid 
There's one problem in the Bank of Ja- | 
pan's upbeat picture of the mood among - 


injection, Dhaka listened. 
In the budget for the fiscal year begin- 


| ning July 1, Finance Minister Saifur Rah- 





role in propping up the economy. Sanwa | 
Research Institute estimates the govern- | 
ment may have boosted Japan's GDP - 
growth in fiscal 1994 by as much as 13 | 
percentage points through a ¥4 trillion | 
(US$38 billion) public-works programme : 
announced in March and a ¥5.5 trillion in- | 


come-tax cut that takes effect in June. 

Net GDP growth, though, is still put by 
Sanwa at only 0.7%. That means, says Iwa- 
saki, that Japan would have experienced 
negative growth without a powerful push 
from the public sector. 


ery. Economists at DIR expect unemploy- 


year before better economic conditions feed 
through into the labour market. “Japanese 


Rose, "but it's going to be a long time be- | 
fore the rest of us start to benefit." E: 
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| man proposed major steps to further liber- 
= alise the economy, reduce corporate in- 

| come-tax rates and lower import tariffs. 
| The measures are aimed at providing in- 


centives for export-led economic growth. 
In a speech to à nearly empty Parlia- 


| ment, the finance minister said that a na- 


tional telecommunications policy intended 
to encourage competition and private- 


| sector participation would be announced 
| soon. "We cannot afford to be margin- 


alised,” he said. "Bold policy initiatives are 
needed in this growth industry." 

He added that "virtually all sectors of 
the economy" have been opened to the pri- 
vate sector. The government unlocked the 
oil and gas sector to foreign investment in 
July 1993. Since then, one contract for off- 
shore exploration has been signed and oth- 
ers are pending. The power sector has also 


, been liberalised. 


Opposition parties boycotted the bud- 
get session to drive home their demand 
that the next parliamentary elections, due 
in February 1996, be held under a care- 
taker government to prevent potential 
fraud by the ruling Bangladesh National- 
ist Party. 

They missed out on some carrots. The 


| new budget includes a drop in income tax 
| on publicly traded companies to 37.5% 
| from 40%; the rate for private companies 
_ will decline to 42.5% from 45%. Although 
| the measures will cost a total of Taka 3.8 
, billion (US$95 million), the government 

The other piece of bad news is that it - 
may be months — if not years — before | 
Japanese workers feel the effects of recov- _ 


expects to make up the gap by streamlin- 
ing its administration. Non-tax revenue is 
forecast to increase 25.5% during the year, 


, resulting in a Taka 36.9 billion surplus. 
ment, currently 2.8%, to climb for at least a | 


To encourage exports, the government 


| has withdrawn all duties on capital ma- 
| chinery in 100% export-oriented industries. 
business may have turned the corner,” says _ 


The budget also allows for duty-free im- 
| port of machinery for the textile sector for 
| the next two years. n 
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BUSINESS BRIEFING 





TAIWAN 

Acer Forms Venture 

Acer Inc. is forming a 50-50 
joint-venture with Computec 
de Mexico to assemble and 
market Acer products in Latin 
America. Computec, Acer's 
largest foreign distributor, has 
given Acer the No. 1 position 
in Mexico, with a 32% share of 
the computer market. Acer has 
already invested US$35 million 
in Latin America and plans to 
raise an additional US$45 
million in Mexico and to list 
on the country's bourse. 


JAPAN 
Ford Steers Right 


American car maker Ford has 
begun selling its first right- 
hand-drive cars in the country. 






An offer by Ford. 


The Probe, Laser and Mondeo 
models are part of Ford's 
effort to quadruple its annual 
sales in Japan to 200,000 units 
by 2000. By 1996, Ford expects 
to be selling right-hand-drive 
Tauruses and Explorers. 





CHINA 

Investment Drops 

Foreign investment in 
Guangdong province plunged 
a year-on-year 33% during the 
first five months of 1994, the 
official China Daily reported. 
Western investment was up 
nearly 50%, but Taiwanese and 
Hong Kong investors retreated 
before an onslaught of tax, 
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trade and land-use reforms, 
said Guangdong Vice- 
Governor Lu Ruihua. 


Grain Prices Soar 

Grain prices have risen so 
abruptly since being 
decontrolled last year that 
some local governments, 
fearing unrest, have been 
forced to reintroduce ration 
tickets, says the China Daily. In 
April, grain, meat and 
cooking-oil prices were up 
36%, 33% and 56%, 
respectively, from a year ago. 


Samsung Invests 


South Korean electronics giant 
Samsung will invest US$500 
million in plants in 
Guangdong and Shandong 
provinces and in Tianjin city 
over the next five years. The 
factories will produce audio, 
video and telecoms products. 


THAILAND 
New Exchange Members 


The Stock Exchange of 
Thailand has agreed to accept 
10 sub-brokers as full 
members before October 1995. 
After that date, the exchange 
will admit qualified sub- 
brokers after an annual 
review. The entrance fee for 
new brokers has been set at 
Baht 300 million (US$12 
million). The exchange also 
agreed to adopt performance 
standards. 


Tuntex Signs Deal 


Taiwan’s Tuntex Corp. has 
signed a US$205 million loan 
with the International Finance 
Corp. to finance a 
petrochemical project in 
Thailand in cooperation with 
Bangkok Bank and Japan's 
Mitsui Group. Tuntex holds 
75% of the venture, which is to 
begin operating next year. 


MALAYSIA 
Airline Financing 


Datuk Tajudin Ramli revised 
the financing for his purchase 





Chinese grain: price spiral worries local governments. 


of a controlling interest in 
Malaysia Airlines, Tajudin’s 
company, Malaysian 
Helicopter Services, said he 
will buy 32% of the carrier 
from Malaysia's central bank 
with a personal loan of M$1.8 
billion (US$692 million) from 
local financial institutions. He 
will pay M$8 a share — a 60% 
premium over market price. 





HONG KONG 

Murdoch Owns Up 

News Corp. Chairman Rupert 
Murdoch admitted that StarTV 
dropped the BBC from its 
transmissions to China to 
placate Beijing authorities, who 
want firm control over news. 
StarTV replaced the BBC on its 
northern beam with a 
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subscription movie channel. 


Satellite-TV Clause Out 


The government has 
withdrawn a proposal that 
would permit it to cut off 
satellite-TV signals uplinked 
from Hong Kong for up to six 
months without explanation. 
Broadcasters and Hongkong 
Telecom opposed the clause, 
part of a licensing amendment 
intended to make Hong Kong 
an attractive base for 
international broadcasters. 


BANGLADESH 
Gas Measure Adopted 


A cabinet committee accepted 
an Energy Ministry proposal 
to allow private investment to 
help develop the country’s six 
proven gas fields, which hold 
an estimated 2 trillion cubic 
feet of gas. The government, 
aiming to draw US$190 
million in investment, expects 
to publish a tender notice 
soon. 


INDIA 
New Capital Rules 


The central bank introduced 
capital-adequacy norms for 
non-bank finance companies, 
requiring a capital-asset ratio 
of 6% by March 1995 and 8% 
by March 1996. Finance 
companies were given more 
freedom to raise funds 
through bonds, but must seek 
an annual credit rating starting 
next March. 
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HONG KONG 


SHROFF 





Fool's Paradise? 


hen the Hong Kong and Chinese 
W governments agree on the need to 

intervene in the marketplace, in- 
vestors can rest assured that the reason to 
do so has long since passed. Case in point 
is Hong Kong's residential property mar- 
ket, which began to slip several months 
before this rare Sino-British meeting of 
minds on the need to quell prices that have 
surged 160% over the last three years. 

The bear was roaming the local hous- 
ing market well before the Hong Kong 
Government's property-market task force 
announced on June 8 that it would crack 
down on property speculation and supply 
more land for residential development. Ris- 
ing interest rates in the United States as 
well as economic turmoil and political un- 
certainty in China had taken the wind out 
of the market in the first quarter (see chart). 

On Hong Kong’s stock exchange, the 
sell-off of property counters, which account 
for 40% of the bellwether Hang Seng In- 
dex, also began in earnest around this time, 
helping take the index to around 9,000 
points in June from a high of 12,200 on 
February 4, a decline of more than 25%. 
Property shares plunged 32%. 

Some convinced themselves that the 
task force recommendations would actu- 
ally boost property scrip. The futures mar- 
ket gained 2% just after Secretary for Plan- 
ning, Environment and Lands Tony Eason 
briefed a select group of brokers and con- 
sultants on part of the plan — that the gov- 
ernment would expand its offering of 
Crown land. They should have waited un- 
til Eason had made the full package public. 
Did those who gambled in futures really 
believe the recommendations would boost 
a faltering market? 

So who is the greater fool in Hong 
Kong's suddenly shrinking property mar- 
ket? Not the property developers, who are 
walking away from the property bubble 
with most of their profits this year and next 
secured from pre-sales. They even snubbed 
the Hong Kong Government by teaming 
up to bid a below-market price for Crown 
land only days before the task force made 
its recommendations. 

“This is symptomatic of how the gov- 
ernment operates here,” quips a leading 
property consultant. “They’ve shut the 
door after the horses have bolted.” 

Property experts say mainland Chinese 
have been the most gullible, providing 
much of the HK$53 billion (US$6.8 billion) 


that poured into residential property in 
March alone. With dynastic decline in full 
swing, they need to squirrel away as much 
as possible, but surely there is a better place 
to put one’s money than in the world’s 
most expensive property market at its peak. 

Shroff would wager that the uncertain- 
ties generated by the task force — in tan- 
dem with a call for swifter action to cool 
the market from China’s point man on 
Hong Kong affairs, Lu Ping — will only 
exacerbate the current downturn. As David 


Here Comes Trouble 


Hong Kong island residential property prices 
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Source: Brooke Hillier Parker 


Faulkner of Brooke Hillier Parker notes: “In 
the first quarter, only bad news could stop 
the property market's ascent, but now only 
good news will get it going again.” 

There will be little of that in the coming 
months. The Hang Seng Index slipped be- 
low 9,000 on June 10 before recovering 
slightly on rumours that Deng Xiaoping, 
China’s ancient patriarch, had died. The 
death watch will continue to roil Hong 
Kong's financial markets, as will expecta- 
tions of another rise in U.S. interest rates. 

The Hong Kong Government's anti- 
speculation measures will only add to the 
pressure. Developers, to boost speculation, 
used to "drip feed" the market by releas- 
ing most of their flats to the public over a 
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two-year period prior to the completion, 
say analysts. But with new limits on the 
pre-sales and a ban on re-sales before com- 
pletion, developers will have to sell units 
in phases rather than individually, crimp- 
ing speculative opportunities. 

Hong Kong investors are certainly ca- 
pable of skirting government regulations 
through shelf companies and other loop- 
holes, but will they bother now that the 
market is heading south? With substan- 
tially more residential property due to hit 
the market in 1996, the recovering U.S., 
British and Australian property markets 
now offer more attractive opportunities. 

Yet, most Hong Kong brokerages ap- 
plaud the “correction” in residential prop- 
erty prices while declaring that the market 
will recover by year’s end, 
and with it property shares. 
That assumes a rosy scenario 
for post-Deng China and still 
| tight demand for flats in 
Hong Kong. Others aren't so 
sanguine. 

“The property market will 
fall by 20% this year,” pre- 
dicts Walter Chang of Smith 
New Court. The brokerage 
calls this a correction, too, but 
is clear about recommending 
only stocks that can weather 
a downturn in speculation. It 
says Sun Hung Kai Proper- 
ties stands out for its ability 
to maintain its margins in the 
face of a price downturn. So, 
too, does Cheung Kong, the 
property arm of Hong Kong 
tycoon Li Ka-shing, says UBS 
Securities, 

But even the best-man- 
aged company or wiliest as- 









are falling 
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'94 set trader must contend with 


China's view of the local 
property market. In nearby 
Macau, the Chinese Govern- 
ment persuaded banks in the Portuguese 
colony late last year to freeze mortgage 
lending and the colonial government to 
speed up land reclamation. Across the bor- 
der, Chinese officials launched a crack- 
down on capital flight into Macau. Turno- 
ver in the then-rising property market 
froze, and prices began to slip. 

Is this what Lu Ping wants for Hong 
Kong? China has less leverage over Hong 
Kong's banks than it does over Macau's, 
but Beijing's auditors are now beginning 
to investigate the property-buying spree of 
mainland firms in Hong Kong. The greater 
fools may be those who see the local prop- 
erty balloon rising again before the hand- 
over to China in mid-1997. — m Ed Paisley 
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SEL AMEN 


Leading investment bank 
seeks a 
Asian accounting specialist 


for its equities research operations to 
provide at the regional management level 
expertise which supplements that already 
available at the firm's offices in 
China, Hong Kong, India, Indonesia, 
Korea, Malaysia, the Philippines, Taiwan, 
singapore and Thailand. 


The successful candidate will have: 

* A good grounding in the accounting rules and 
conventions of countries where current practice 
draws on differing historical approaches and on 
diverse local realities; 

¢ Strongcommunications and presentation skills; 
and 

* Experience in dealing with professionals for 
whom English is the common, but frequently a 
second language. 


He or she will also be: 

* A good conceptual thinker; 

* Computer literate, especially in EXCEL; 

e Familiar with stock and bond valuation models, 
and 

*  Conversant with other statistical techniques. 


An existing knowledge of the information require- 
ments of institutional investors in Europe, North 
America and Japan would be an additional advan- 
tage. 


Salary in accordance with experience and qualifica- 
tions. 


Applications marked ‘Private and Confidential’ 
should be addressed to: 


The Personnel Manager, 
G.P.O. Box 9716, 
Hong Kong. 
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Full Nominee Management, Accounting 
and Admin services available at 
reasonable cost with no hidden extras. 
Ready made Companies available. 

eo S $500 
@ #8. V. ISLANDS $500 
@ DELAWARE $295 
€ GIBRALTAR £250 
@ HONG KONG $350 
© ISLE OF MAN £250 
€ MADEIRA $2250 
€ MAURITIUS $500 
€ PANAMA $500 
è 5, IRELAND £225 
@ W. SAMOA $500 
Other jurisdictions and offshore trusts available 
on request. 
ALL CREDIT CARDS ACCEPTED 
For immediate service and free 60-page 
full colour brochure Contact 
6s COLIN dep dick 
erseas Company Agents 
House, Ramsey, 
iste of Man, 199 4AN 
Tolied4 624 815544 Fax; +44 624 815548 
PETER SIDNEY Esq 


72 New Bond Street, London W1Y 90D 
Tel: 444 71 355 1096. Fax: +44 71-495 3017 


DIANA BEAN 
24 Raffles fnt ation Clifford Centre 
Tei: 465 535 3: Fax 455 535 3991 


court RR Hong 

Tek 4852 522 0172 Fax: +852 521 1 Tí 
KEVIN MIRECK! Attorney at Law — 
3501 Jamboree Road, Suite 2100, 

Newport Be ach, CA 92660, U.S.A. 

Tet: 41 rie nes Fax: 41714 854 6967 

SUZANNE GUJADHUR, Barrister 
les Cascades. Sth Floor, 


Edith Cavell Street, Port Louis, Rep. of Mauritius 
Tei: «230 212 9800 Fax 4230212 0833 
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| When you need important informa- 
tion, you invariably want it fast and 
accurate. The Review Index enables 
rapid access to the most respected Asia- 
Pacific information source: The Far 
Eastern Economic Review. Everything 
published during the preceding quar- 
ter, by country, subject and date is 
detailed in the Review Index. 


This essential research tool also includes a cumulative 
annual edition. End hours of needless searching. Sub- 
scribe now and receive your Review Index four times 
per year, including the cumulative annual at US$75 per 








Review 
Classified 
Sections 


The classifications available 
in this section are as follows; 
when booking, please state 
your requirements: 


Appointments 

Business Equipment 
Business Opportunities 
Business Services 
Conferences & Exhibitions 
Courses & Seminars 
Education 

Fellowships 

Hotels & Accommodation 
Investment Opportunities 
Notices 

Personal 

Property 

Positions Wanted 
Publications 

Residential Schools 


Universities 
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A Dow Jones Publication 
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The Asian Productivity Organization (APO), an intergovern- 
mental organization based in Tokyo, is seeking performance ori- 
ented candidates with good perception of the needs of its member 
countries for increasing productivity; a high degree of resourceful- 
ness and analytical comprehension; and creativity in promoting 
organizational roles and activities for the following positions: 


INDUSTRY PROGRAMME OFFICER 


Under the direction: and general supervision of the Head of 
Industry Division, this position is responsible for project develop- 
ment, organization, coordination, evaluation and follow up activities 
for improvement. The types of project include study missions, 
trainings and seminars, mainly in industry and service sectors. 


Applicants must be a graduate from a reputable college or 
university, preferably with advanced degree in Economics, Indus- 
trial Engineering, International Business or equivalent professional 
qualifications; should have at least 5 years supervisory experience in 
human resource development, management consultancy service, 
management training and skills development: should have good 
wotking ability to write project proposals, organize and coordinate 
trainings and seminars; and should have adequate exposures in 
.] international conferences with good knowledge of the socio-eco- 
-| nomic conditions in Asia and the Pacific. 


^ RESEARCH & PLANNING PROGRAMME OFFICER 

Under the direction and general supervision of the Head of 
Research and Planning Division, the position is responsible for 
project development, organization, coordination, evaluation and 
follow up activities for improvement. The types of project include 
researches, surveys, symposia, study meetings and coordination 
meetings, mainly in but not limited to the industry and service 
sectors, including general areas of productivity and socio-economic 
development. 


Applicants must be a graduate of reputable college or university, 


preferably with advance degree in Economics, Development Eco- . 


nomics, Engineering orequivalent professional qualifications; should 
have at least 5 vears supervisory experience in undertaking re- 
searches, surveys and economic studies and in organizing confer- 
ences and meetings; should have good working ability to prepare and 
summarize records of proceedings, recommendations and conclu- 
sions; and should have adequate exposures in international confer- 
ences with good knowledge of the socio-economic conditions in 
Asia and the Pacific region. 


Both positions require proficiency in written and spoken Eng- 
lish. Applicants should preferably between 35 to 45 vears old and 
from APO member countries. Salary will be commensurate with 
qualifications and experiences with a minimum of about US$94,99 | 
per annum, tax exempt in Japan for international recruits, plus 
benefits. Fixed term appointment for two years, renewable upon 
mutual consent. Both positions will require overseas travels from 
time to time. 


Interested candidates should send resume with photogragh by 
July 31, 1994 to the following address, specifying the desired 
position: 

The Secretary-General 

Asian Productivity Organization 
4-]4, Akasaka 8-chome 
Minato-ku, Tokyo 107 

JAPAN 
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Leading investment bank 
seeks an 


Database Administrator 


for its equities research operations 

in China, Hong Kong, India, Indonesia, 
Korea, Malaysia, the Philippines, 
Singapore, Taiwan and Thailand. 


The need for increasingly sophisticated analyses of 
these markets has caused arequirement for databases 
as powerful and responsive as those created for the 
more mature jurisdictions where the company al- 
ready has extensive activities. 


In addition to: 

* Excellent communications and presentation | E 
skills, | 

* Demonstrated project management capabilities, 
and 

* The ability to work independently. 


The successful applicant will also need: 
* A university degree or equivalent qualification, 


* Two years experience of working in both SUN 
UNIX and IBM environments, and 


* Two to three years experience in EXCEL 
MACRO programming. 


Experience in financial modelling is also essential for 
this Hong Kong-based job as is the preparedness to 
travel frequently. An understanding of systems com- 
munications will be an additional advantage. 


Remuneration will be commensurate with qualifica- 
tions and experience. 


Applications marked "Private and Confidential’ to: 


The Personnel Manager, 
G.P.O. Box 9716, 
Hong Kong. 
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Shungiku Uchida 
Japan 





Comics for Adults 





Many Japanese are scandalised by erotic love scenes 
drawn by unconventional cartoonist 


By Lily Matsubara 


hungiku Uchida steps into the room, 

bows and apologises for being late. 

Dressed in a simple black T-shirt 
and pin-striped pants, her casual demean- 
our and perfectly powdered face betray her 
reputation. According to the Japanese me- 
dia, Uchida is “scandalous.” 

\ published author and singer with a 
Latin band, Uchida, 34, is foremost a car- 
toonist, an ambition she first harboured as 
a child. She has produced 


has a background that well qualifies her to 
write on such controversial subjects. She 
ran away from home at age 16, and makes 
no attempt to hide her early sexual experi- 
ences, which include a stint as a hostess. 
"When I draw, I am putting into pic- 
tures what I’ve seen in my life,” she says. 
“In all my works, | am not trying to make 
a point. Of course, I incorporate my own 
ideas and opinions, but I would never 
write something which I think ought to be, 
but in reality b. not... . I choose to recog- 





over 45 manga, or comic se- 
ries, and is scheduled to pro- 
duce at least 10 more this 
year. Some of her work has 
been adapted for television, 
increasing her popularity. 

Manga are very much a 
prominent part of Japanese 
society, attracting children 
and adults alike with a silent 
fervour that borders on fa- 
naticism. To provide for the 
lucrative market, cartoonists 
have written manga of all 
types — from saccharine- 
sweet fairy tales to near-pornographic love 
stories. Although there are other female 
cartoonists in Japan, Uchida has dev eloped 
a niche by focusing on adults. Her work is 
filled with erotic love scenes. 

Uchida's adult comics touch on contro- 
versial topics such as sex between unmar- 
ried couples and extra-marital affairs, in the 
process blatantly going against the unques- 
tioned moral order that Japanese women 
should be untainted and demure. Her 
openness to traditionally taboo issues ex- 
plains why the Japanese media have la- 
belled her “scandalous.” 

Uchida admits that she draws her near- 
pornographic scenes to attract attention, 
but over and beyond that, she says, she is 
more concerned about putting down in ink 
what she believes is happening in reality. 

Born and raised in Nagasaki, Uchida 





70 








A tale of office love by Japan's Uchida. 


nise and deal with what is occurring 
around me.” 

That sort of liberal perspective is a rar- 
ity in Japan. “Anything unique in Japan 
means that it will sell,” concedes Uchida, 
adding: “My opinions are the opinions of 
the minority and this has helped me to 
promote my works.” But lest anyone think 
the petite cartoonist is alone in her 
thoughts, she refers to the scores of letters 
she receives from readers telling her they 
share her views and fantasies. 

The honesty which Uchida unleashes in 
her work does not stop with comics. By 
revealing her personal and family life in 
her best-selling novel, Father F. r, she 
has caused a certain disbelief and furore 
among Japanese. 

The book lays out her experiences as a 
child, including the period during which 
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she was continuously forced to sleep with 
her stepfather — with her mother's con- 
sent. Although the novel has been nomi- 
nated for the Naoki award for promising 
novelists, it broke Japan's unspoken code 
of conduct in which family honour is 
fiercely guarded by covering up scandals. 
That is one reason why, despite the book's 
critical acclaim, Uchida has yet to be gen- 
erally recognised as a serious nov — 

“Ever since I wrote Father F. . . . r, the 
Japanese media have incessantly “st ask- 
ing me if what I wrote in it is 
true,” Uchida sighs. "I tell 
them that, “Yes, it is true, but 
| wrote it and published it as 
a novel; not as a tell-all auto- 
biography’.” 


chida’s unconventional 
lifestyle has also rein- 
forced her naughty im- 
age. In 1992, she posed nude 
while pregnant, a matter con- 
sidered even more inappro- 
priate since she was not mar- 
ried at the time. Last March, 
she wed her long-time friend 
and companion, Okubo Tada-Atsu, though 
he is not the man who fathered her child. 
Despite all the criticism she has faced, 
Uchida is unperturbed and remains highly 
tolerant of Japanese society. “Yes, I do wish 
Japan was a more open society,” she says. 
“But I do not want to push my views too 
strongly in my work because it would 
change the context of what I am writing.” 
Reflecting upon her scandalous reputa- 
tion, Uchida seems confident and at ease. 
“Some people think that I lead an immoral 
life," she muses. "But having gone through 
what I did in my childhood . . . I have only 
done what I could to protect myself. Since 
I was a child, I have been categorised as 
being outside the acceptable norm — my 
parents were divorced and my mother was 
a hostess. I have developed an immunity 
against how people perceive me." * 
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"Our attachment to your business 
ensures you'll get our technological best". 
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L aunching your satellite in the best environment ts 


essential. When you select Arianespace, you select the world 





leader in commercial space transportation. 
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You get a permanently available team of experts, state-of- 


the-art installations, an ideally-located equatorial launch 


pu 


site, and powerful launchers. 

Of course, all of this is dedicated to just one goal : the suc- 
cess of the last twenty minutes of our common mission. 
Today, all the main commercial satellite operators trust 


Arianespace. Confidence creates close links. 


e. 
ESPACE 


S 







ar 





© 1992 B&WT Co 





JUNE 30, 1994 | Subscriber copy not for resale 





PHILIPPINES INDONESIA - 


FarEastern Economic 


THEN INFORMATION, 
TECHNOLOGY, GAP 















I Ls amma E 

: SoS pes Ul Wu X 
=a ; » p 2 oe 

i: M 

A a : 





MEGAT 


“ 


ouR SEATS ARE DESIGNE 


e. 


e 
du A )." p 
A 


$ 





P 


Specially designed seats “4 bring added comfort to passengers in all classes on board Singapore Airlines’ exclusive 
MEGATOP. Improved seat contouring and backrest positioning give greater lumbar support and comfort in First 


and Rattles Class, while in Economy Class, seats have firmer cushioning for better support. Other enhancements on 
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board our expanding MEGATOP fleet include CELESTEI $. the world's first truly global sky telephone and 


inflight fax service, and a Personal Cinema System in First and Raffles Class. With, as always, inflight service 
even other airlines talk about. .MEGATOP — more than you ever imagined. SINGAPORE AIRLINES 
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INDIA INTERNATIONAL 


TRADE FAIR 
NOVEMBER 14-27, 1994 


It pays to participate in India's largest 
international trade show. 












IITF'94, a unique gateway to the Vast 
Indian Market, offers excellent marketing 
opportunities where busines visitors will 
be looking for technologies, products and 
services in this multi-products fair. 


EXHIBITORS PROFILE 


* Participation by many foreign 
countries at the national level and 
company level, Indian States, Union 
territories, Govt. Departments, Public 
sector and private enterprises. 


* SUSTAINABLE DEVELOPMENT — 
products, services, equipment, 
machinery, technology pertaining to 
pollution control, alternative sources 
of energy, eco-friendly industries, 
hydro-based energy etc. 


TECHMART  — emphasising the 
contribution of small scale industries 
to the national economy and foreign 
trade. 


GOOD LIVING — covering a wide 
range of consumer products from 
cosmetics to household appliances, 
giftware to entertainment electronics. 
RUBBER — the industry and related 
products. 





























* HANDICRAFTS. 
Over 60,000 business visitors 






including foreign trade delegations, 
captains of industry, opinion makers, 
plant technicians, government and 
financial institution officials are 
expected to visit the fair. 


PARTICIPATION CHARGES 











Indoor Indoor Outdoor Compulsory 
Non-AC ACBare Bare Space Catalogue 
Bare Space Space charges (per 
(per Sam) (per Sam) (perSqm) exhibitor 






constituent) 


US$ 125/- 









US$ 125/- US$ 150/- US$ 50/- 
Electricity/Power charges extra. 
For further details, please contact : 


Manager (ITF) 
cJ India Trade Promotion Organisation 







Pragati Bhavan, Pragati Maidan, 
New Delhi-110 001. 

Tix.: 031-61022/61311 

Fax : 91-11-3318142 

Phone : 3319581 
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Singapore Slings 

“By Jove, he's got it!" | couldn't help think 
this while reading Kishore Mahbubani's 
article [Go East, Young Man, 5TH COLUMN, 
May 19]. And that, after much research and 
investigation. Like the great scientific dis- 
coveries, these findings merely affirm what 
has been there all along. 

Freedom is not licence. It 
is the unhindered ability to 
do good, to overcome the 
frailties of human nature in 
order to do what is really the 
right thing to do. To beat a 
red light might give one a 
false feeling of freedom, but 
one is really free if one has 
the strength to wait patiently 
for the green light, even if in 
a hurry, knowing it is the 
safer thing to do. 

It is only after standing 
on the firm ground of un- 
changing truths that one can have a deeper 
grasp of the reasons behind current events 
and not be easily swayed into the pendu- 
lum of extremes. In the past, these un- 
changing values that most of us Asians 
have kept have been considered a hin- 
drance to development, or at least unim- 
portant. Now, with the cards in our favour, 
it can at last be realised that moral values 
are no hindrance to economic develop- 
ment. 

To "go East" is to go back to the ba- 
sics, which are not at all incompatible 
with modern realities. To "go East" is to 
know what the more important things in 
life are. 

ELAINE MARIE M. SARMIENTO 
Manila 


I wholeheartedly agree with Kishore 
Mahbubani's assessment of American soci- 
ety today. The breakdown of the family 
unit seems to be one of the root causes for 
many of the ills that face this country. 
Maybe if we spent more time and effort 
trying to keep families intact we wouldn't 
have so much crime, suicide, runaway chil- 
dren, drug abuse, etc. Fortunately, my 
mother is Asian. She has taught me the 
importance of family, which I hope to in- 
still in my own children one day. 
KATHERINE STECHSCHULTE 
Washington 


| congratulate Kishore Mahbubani for 
pointing to one of the two main factors de- 
bilitating the West. The second, interlocked 
with his, is the welfare state mentality that 
has grown up over the same period. This 
is now a huge industry, staffed by a bu- 
reaucracy in fire-proof jobs, who have a 
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Family values. 


vested interest in perpetuating and increas- 
ing its scope. Because its aims are so laud- 
able it is difficult to criticise it without ap- 
pearing unfeeling. Politicians are petrified 
of it. It has become a disease that saps that 
enterprise, hard work and responsibility 
for oneself and one’s family, all of which 
are attributes that have con- 
tributed to the overall well- 
being of most people in East 
Africa and the opposite in 
the West. 

Unfortunately, it will 
need more than a few young 
people to go East to redress 
the position. It needs politi- 
cal will and leadership far 
beyond the abilities of 
Messrs. Clinton and Major. 

M. A. ST. CLAIR-GEORGE 
Staplecross, East Sussex 
England 
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Helping Hands 

I am writing to correct the information re- 
garding the return of United States Agency 
for International Development (USAID) to 
Vietnam that was contained in an April 7 
REGIONAL BRIEFING [U.S. Agency Returns]. 
The paragraph in question states that 
USAID has just recently decided to resume 
its activities in Vietnam. In fact, since 199] 
USAID has been providing humanitarian as- 
sistance in Vietnam to 1) displaced children 
and orphans and 2) civilian victims of war. 
This assistance is unrelated to the recent 
lifting of the trade embargo and has been 
part of our on-going dialogue with the 
Government of Vietnam on PoW/MIA is- 
sues. Our assistance — US$7.4 million to 
date — is provided through non-govern- 

mental organisations. 
LINDA MORSE 
Deputy Assistant Administrator 
Bureau for Asia and the Near East 
U.S. Agency for International Development 
Washington 


Extraordinary 

I did not tell Nate Thayer [Last Act, June 
23] that the Cambodian constitution allows 
the parliament to give extraordinary power 
to the king during a time of crisis. There is 
nothing in the Cambodian constitution 
which allows the National Assembly to 
give power to the king. But a modification 
of the constitution to give him power on a 
temporary basis requires a vote by two 

thirds of the members. 
KING NORODOM SIHANOUK 
of Cambodia 
Beijing Residence 
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Jimmy Clinton? 





Give peace a chance — prepare for war 


Imost since Bill Clinton took 
A Asia has found itself 

haunted by the ghost of 
Jimmy Carter. But now something 
even more frightening has appeared 
on the Asian horizon. That some- 
thing is Jimmy Carter in the flesh — 
embracing Kim Il Sung on North 
Korean soil. 

Mr. Clinton has been keen to dis- 
courage comparisons with his 
Democratic predecessor, one reason 
he ventured into Korea's demilita- 
rised zone last year to warn Mr. Kim 
against pursuing a nuclear option. 
Since then, alas, it has been one re- 





Crazy, or Calculating 


Highlights of North Korean provocations 


* June 25, 1950. Soviet-backed Kim || Sung 
launches a full-scale invasion of South Korea. 

* January 21, 1968. 31 North Korean 
commandos attempt to assassinate South 
Korean President Park Chung-hee. 

* January 23, 1968. North Korea seizes U.S.S. 
Pueblo in international waters. 
* August 18, 1976. Axe-wielding North Korean 
soldiers hack to death two U.S. officers 
supervising the trimming of a tree along the DMZ. 

* October 9, 1983. North Korean saboteurs 
blow up a meeting in Rangoon, killing four 


pointing out that "liar" is a splendid 
term to apply to Kim Il Sung, who 
lied when he signed the nuclear 
Non-Proliferation Treaty, lied when 
he claimed he was living within its 
terms and lies even today when he 
tells Mr. Carter he is sincere about 
new talks. Such a statement would 
further provide an excellent back- 
drop for Mr. Clinton to exorcise the 
Carterite influences in his own ad- 
ministration, starting with the sack- 
ing of his secretary of state, Warren 
Christopher, whose blind pursuit of 
negotiations for negotiations sake 
helped land the president in this 
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treat after another. In the process, South Korean cabinet members. pickle in the first place. 
Washington has tried to disguise e November 29, 1987. North 

surrender by changing its position Korea blows up a Korean ut most important is that Mr. 
from no-nuclear-weapons-for-North Air jetliner, killing all E Clinton reconsider his mili- 
Korea to what Defence Secretary 104 passengers and tary options. For too long 


William Perry now calls no "signifi- 11 crew members. 


cant" nuclear-weapons capability. 
To an Asia that will have to live in 
the shadow of a nuclear-armed 
Pyongyang, that distinction sounds a lot like being a "little 
bit" pregnant. Either Pyongyang has the bomb or it doesn't. 
There is not much in between. 

Which leads us back to Mr. Carter. At first blush, an 
American president who came to office announcing a U.S. 
pullout from South Korea and who left with his name 
synonymous with indecision seems an odd choice of envoy. 
But it makes more sense now that it is clear that Mr. Carter 
was not so much Mr. Clinton's choice as Mr. Kim's, the 
result of feelers Pyongyang has been sending out for two 
years. It may have been a master-stroke. For at the precise 
moment the Clinton White House was laying the ground- 
work for sanctions Mr. Carter was back in Seoul thumping 
against them, arguing that Mr. Kim would consider any 
such effort as "branding him a liar and a coward." 

All of which gives Mr. Clinton an opportunity. Today 
Mr. Carter may have excited hopes of an 11th-hour conver- 
sion, that Mr. Kim has suddenly become willing to live up 
to agreements he has violated with impunity for almost a 
decade. In the cold light of reality, however, it will soon 
become clear that Mr. Kim's "concessions" are just another 
tactic to forestall punitive action. 

The silver lining is that it also gives Mr. Clinton an open- 
ing to divorce himself from the Carter legacy once and for 
all. But Mr. Clinton cannot begin to do this until he first 
moves to restore his credibility and enhance his options. 
With regard to the former, the president might start by 
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many have operated under the de- 
bilitating assumption that North 
Korea is crazy. While a glance at the 
nearby table confirms that Mr. Kim 
is verifiably vicious, it does not support the madman theory 
so often attributed to his regime. On the contrary, it calls to 
mind Henry Kissinger's assessment of Mr. Kim's contem- 
porary and mentor, Josef Stalin. "Stalin was indeed a mon- 
ster,” writes Mr. Kissinger in Diplomacy, “but in the conduct 
of international relations, he was the supreme realist — pa- 
tient, shrewd, and implacable, the Richelieu of his period." 
It is by no means a given, for example, that Mr. Kim 
would respond to any attack by launching an all-out war in 
which he has more to lose than anyone; to do so is to mis- 
take his fanatical propaganda for his foreign policy. As the 
table suggests, over four decades Mr. Kim has preferred to 
cajole, bully and terrorise rather than go for broke. Mr. Clin- 
ton, accordingly, might do well to ask his military for a list 
of possible targets. We're no experts, but the nuclear reproc- 
essing plant at Yongbyon would seem an excellent candi- 
date — if only because taking it out before the North re- 
processes any more plutonium would prevent Mr. Kim 
from exporting his capability to other rogue states. 
Certainly there are risks in any action, and there will be 
no shortage of naysayers. When President Bush moved to 
eject Saddam Hussein from Kuwait, his public opposition 
included two former chairmen of the Joint Chiefs of Staff 
and one former Defence Secretary. But there are also risks to 
inaction, not least its effect on an Asia rapidly losing confi- 
dence in the American umbrella. Does anyone really want 
Bill Clinton to take his cue from Jimmy Carter? a 
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With 45 hotels in 16 countries in Asia Pacific. 
ITT Sheraton is the region's hotel of choice 
for business travellers. Take. for example. 
Lai Lai Sheraton Hotel in Taipei. It has no 
less than 700 rooms with12 restaurants and 
is situated bang in the middle of the city’s 
shopping and business district. And now, 


when vou stay at any ITT Sheraton on 


STAY AT ITT SHERATON 
UN BUSINESS AND BRING 
HOME SOMETHING FOR 
THE FAMILY. A VACATION. 


business, we'll make it easy for vou to earn 
miles towards free travel or a free stay at 
Sheraton Nusa Indah Resort on the tropical 
paradise of Bali. or at any one of our 
extraodinary resort hotels. All vou do is join 
ITT Sheraton Club International when vou 
make your next reservation and you'll be well 
on your way. Of course Gold Card members 
get extra privileges and earn miles even 
faster. For reservations simplv call Hong kong 
739-3535; Indonesia 21-573-6918: Malaysia 
$00-1-001 (toll-free): or Singapore 732-6000. 
There's always a room waiting for you. As well 


as a holiday. 


Iii Sheraton. 
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COVER STORY 


y any measure, Japan has fallen far 
behind other countries in using 
THE INFO TION information technology. As Tokyo 
TECHNOLOGY GAP correspondent Jonathan Friedland reports, 
Japan's information-technology industry is 
stymied by excessive regulation, lack of 
financing and an educational system that 
discourages creativity. Result: Japan is ill- 
equipped to take advantage of the 
productivity gains offered by computers. 
Page 46 

Cover illustration by Graham French/Colorfile Int'l 
Co. Ltd. 
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SIEMENS 


Integrated 
oystems Technology 





A daily output of 550 tons makes the 
Asia Paper Corporation in Chongwon 
the largest producer of linerboard 
packaging paper in Korea. 


The complex production process 
requires careful monitoring and 
control at every step to ensure a 
consistent paper quality. 
Sophisticated process control and 
supervisory equipment from Siemens 
is helping to ensure a smooth 
production flow. Vacuum pumps are 
being used to dehydrate the paper 
with exact data being continuously 
fed to a central control room. 


Complex manufacturing processes 
which require a smooth integration 
of individual products and 
components into a functional system 
call for a competent engineering 
partner. 


Wrapping it up - 
with Korean paper 


Siemens has the systems 
competence and engineering 
expertise to offer tailored solutions to 
the most intricate industries 
application problems.This is only 
one example. 


For further details contact 
Siemens (Pte) Ltd 

151 Lorong Chuan 03-01 

New Tech Park Singapore 1955 


or Siemens offices in Bangkok, 
Beijing, Hong Kong, Jakarta, Kuala 
Lumpur, Manila, Seoul, Taipei and 
Tokyo. 


Knowhow in Systems 
Integration. Siemens. 
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Ace 

Advanced Electric Car Technology 
Alcorn Petroleum and Minerals 
Anheuser-Busch 

Apple Computer 

ASCII 

Astra International 

Ayala Corp. 

Bangkok RIA Group 
Bangladesh Times 

Barito Pacific Group 

‘Batu Hitam Perkasa 

BBC ! 

Bimantara Citra 

Boeing .— 

Bombay Dyeing 









‘Broderbund 

Bungei Shunju 

Chase Manhattan 

China Steel 

Chinese Petroleum 

Combustion Engineering 
Consolidated Electric Power Asia 
Consolidated Foods 

Co traction & Supplies House 






: ve . Technology 
Crestone Energy 

CSK Venture Capital 
Dai-Ichi Life Insurance 





“Detik (Indonesia) 
"Dynaware 

East Japan Railways 
Editor (Indonesia) 
Enix 

Enron 

Formosa Plastics 
Framatome 

Fujitsu 

General Electric Power Funding 
GK Goh Research 
Global Commons 
Godrej 


Hitachi 

Hongkong Bank 
-Hongkong Telecom 
‘Hopewell Holdings 
“IBM 

dedustrial Bank of Japan 






Internet. Initiative Japan 
-JO Data Device 
Janakantha (Bangladesh) 
Khatau Makanji Spinning & Weaving 
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This index lists significant references to com- 
panies in this week's issue of the Far Eastern 
Economic Review. Pages refer to the page of each 


article where the company reference appears. The 
index does not include reference to companies in 
Focuses, Special Reports or Where to Put Your 
Money. 
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Subscribe to the Review 
Never risk missing an issue of the Review, Asia's 
business newsweekly, Dy subscribing today. 
Published since 1945, the Review is the world 
authority on Asian current affairs, business, 
economics and invesiment, 
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Far Eastern Economic Review on Air 
The Review's daily half-hour television show is AX PN 
broadcast on satellite network Asia Business vess 

News. Review correspondents and editors discuss a topic in the 
news with expert guests. Nury Vittachi tells his on-air Travellers 
Tales. The show, moderated by ABN's Martin Soong, airs at 12:30 
p. m., 8 p.m. and 10:30 p.m. Hong Kong time. 

Asia 1994 Yearbook 
Published since 1959, the Review Yearbook is B. WO 
the indispensable guide fo the major political PYT 
and economic events of the year in Asia. The B 
1994 edition, US$46 in hardback, US$ in 
paperback, includes coverage of 32 countries. 
Subscribers to the Review receive a 2075 
discount. Add US$8 for shipping outside of Hong Kong. 
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All-Asia Travel Guide 
Never take a business trip or vacation without (gee Pile 
your copy ot this travel guide to 26 countries in. AI 
Asia. This 16th edition, US$23.95, includes a. | 
new section on business do's and don'ts. ftis. | 
the only guide you will ever need for travel in | 
Asia. Subscribers to the Review receive a 2096. —————— 
discount. Add US$6 for shipping outside of Hong Kong. 
China Trade Report 

This monthly newsletter has the latest inside 
information on trade and investment in this 
dynamic emerging market. Edited by Review 
journalists, China Trade Report provides the 
information that no one who does business in 
China can afford to miss. Twelve issues a year for 
US$425. Subscribers to the Review receive a 5% discount " 
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Review 200: Asia's Leading Companies 
This annual survey ranks both the leading 
companies based in 11 Asian countries and 
multinationals based outside Asia to create the 
annual Review 200. The full results and 
methodology of Asia's most detailed ranking of | 
leading companies and how they gotto beleaders ` 
are available for US$95. Subscribers to the Review pay 
US$45. 

Subscription Services 

Il you would like to subscribe to the Review or if you are a Review 
Subscriber and need to renew, change your address or seek 
delivery information, please call or fax. 





China Phone Book & Business Directory 
Telephone numbers are hard to find in China. 
The world turns to the Review's China Phone 
Book as the most authoritative directory now 
available. Published twice a year and available 
tor US$59. Subscribers to the Review receive a 
20% discount. 
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China Fax & Telex Directory MU 
Needto senda telex orfaxto China? Gettheright BAOREN 
numbers from this most reliable Source. - 
Published yearly and available for USS27. - 
Subscribers to the Review receive a 20% ig 
discount, s 
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In Other Words 





* After a dinner of Peking 
‘duck, I'll sign anything. " 


Henry Kissinger, according to a recently 
released report, following a 1972 banquet 
in Beijing, after which the U.S. signed the 

Shanghai communiqué acknowledging 

that "there is but one China and Taiwan 

is a part of China." 


* We should give anybody who 
looks Chinese a hug. " 


Alan Mulally, vice-president and general 
manager of Boeing's 777 division, on 
hopes that China's rapidly expanding 

airlines will purchase several of the 
company's newest jetliner. 


* It does not matter if the person sings out of | ' We said that in order to get in there and 
tune as long as he does it with all his heart.” get accepted we'll cut the BBC out. 
Manila Mayor Alfredo Lim, launching a drive to make the | Media baron Rupert Murdoch, conceding that he had 

city’s 31,000 employees sing the national anthem with | dropped the BBC from StarTV's broadcast to China to 


enthusiasm. Anyone who doesn't know the words will : please Beijing. StarTV had earlier cited commercial reasons. 


forfeit a mid-year bonus. 


“1 don't know if North Korea has nuclear | portraits of Washington, Lincoln or Jefferson 
weapons, but | trust Kim Il Sung far more than from the dollar or dismantle the statues of 


| trust the Americans. ' 








GRAS EM REPLACING GOD 701 
agen wee SON AS AN ELDER AND 
BER ME? 


NEWS ITEM: FORMER U.S. PRESIDENT JIMMY CARTER TRAVELS TO PYONGYANG TO 
DEFUSE TENSION OVER NORTH KOREA'S NUCLEAR PROGRAMME. 


“Even Americans did not remove the 





their founding fathers. ” 


Ryo Dok Hyon, an ethnic-Korean schoolteacher in Japan, ^ Feng Hu-hsiang, secretary-general of Taiwan's conservative 


as he shepherded a group of students onto a ship fora — New Alliance, opposing a government decision to remove 
week-long visit to North Korea. : | 


Chiang Kai-shek from all coins and banknotes. 





WELCOME, FOREIGN INVESTORS | 


TO THE WORLD'S BIGGEST POTENTIAL 
MARKET - YOU CAN'T AFFORD TO 





MISS OUT | “If they want me to bow 
EN | down and apologise, ! will. If 
A | they want me to turn around 
three times and say ‘bow wow, 
| will. ” 


Japanese powerbroker ichiro Ozawa, on 
his efforts to attract members of the 
opposition Liberal Democratic Party to the 
minority government. 


"First of all, we have to buy 
them new instruments. " 


Do Dzung, principal conductor of 
Vietnam's National Symphony 
. Orchestra, on the need to replace his 
musicians' old instruments before the 


NEWS ITEM: ECONOMIC RETRENCHMENT AND COMPETITION FROM SOUTHEAST ASIA group goes on tour next year. Some | | 


LEAD TO A DRAMATIC DROP IN NEW FOREIGN INVESTMENT IN CHINA. instruments are held together with 
Paul Best/South China Morning Post (Hong Kong) elastic bands. 


Please share quotes you see: REVIEW, GPO Box 160, Hong Kong, or fax (852) 503 1530. 
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Lost Generation . . . 

Former Japanese Prime Minister Kiichi 
Miyazawa has long been identified with 
the dovish wing of the opposition Liberal 
Democratic Party (LDP). However, a mem- 
ber of Miyzawa's LDP faction has revealed 
that Miyazawa secretly visited the Yasu- 
kuni Shrine, which is dedicated to Japan's 
war dead, while serving as premier in the 
autumn of 1991. Miyazawa was respond- 
ing to pressure from the Japan War Be- 
reaved Association, a group which claims 
a membership of over 1 million families. 
The Miyazawa visit was made "under 
cover of darkness" according to Tadashi 
Itagaki, an LDP MP who represents the as- 
sociation's interests. Itagaki adds that Mi- 
yazawa postponed his visit until after Em- 
peror Akihito's China trip in the summer 
of 1991. 


. .. Next Generation 


With the 50th anniversary of Japan's 
surrender in World War II due next year, 
Foreign Ministry officials are searching for 
ways to convince the outside world that 
Japanese schoolchildren are being properly 





Ready for a cram course on that war. 


educated about the war. Rather than revise 
existing textbooks on the war, officials 
want schools to issue children with an ed- 
ited set of war documents. The Ministry of 
Education, which at one time forced text- 
book writers to tone down accounts of the 
war, has vet to agree to the proposal. 


Security Farce 

The U.S. participants at a preparatory 
meeting for Southeast Asian security dia- 
logue in Bangkok have returned home dis- 
appointed at the outcome. The meeting, 
with the participation of major non-re- 
gional powers, was designed to set the 
agenda for the first ministerial-level meet- 
ing of the Asian Regional Forum in late 
July. The U.S. participants were frustrated 
by the unwillingness of Asean partners to 
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address critical issues such as problems 
with the Khmer Rouge in Cambodia and 
disputed islands in the South China Sea. 
"There is no substance there. The whole 
thing is a farce," said a source familiar with 
the outcome of the meeting. 


Back to War 


Cambodian Government sources say 
their intelligence services have found out 
that in March a new shipment of weapons 
worth US$18 million was received by the 
Khmer Rouge. The Chinese-supplied arms 
include 60 hand-held anti-tank rocket 
launchers. If confirmed this would be à vio- 
lation of the Paris accord on Cambodia that 
was co-authored and signed by Beijing. 


Scrambled Star 


In more ways than first imagined, the 
BBC's loss of StarTV is turning into China's 
gain. Many StarTV viewers in Hong Kong 
are finding mainland programmes on the 
channel on which they used to see the BBC. 
Strictly speaking, that's not StarTV boss 
Rupert Murdoch's doing, even though he 
did admit he dropped the BBC to placate 
Beijing. StarTV advised Hong Kong view- 
ers they could retune the ex-BBC channel to 
receive the Prime Sports channel in Eng- 
lish. Instead, management companies 
whose buildings receive StarTV have 
tuned into Chinese TV, which is beamed 
from the same satellite used by StarTV. 


Vetting Game 

China has asked its embassies and con- 
sulates to keep a close eye on visa applica- 
tions from ethnic Chinese holding foreign 
passports. Sources say the measure is in- 
tended to prevent exiled dissidents and 
other undesirables from returning home 
under new identities. But it has also af- 
fected non-dissidents. Many ethnic Chinese 
who have passports from South American 
and African countries have found it ex- 
tremely difficult to get Chinese visas. 


Open Negotiation 


The REVIEW has learned that during his 
trip to Pyongyang former President Jimmy 
Carter called U.S. National Security Ad- 
viser Anthony Lake several times from his 
state guesthouse. The North Korean tele- 
phone operator at the guesthouse arranged 
the call each time on an open line. Asked 
to comment on the information, a National 
Security Council spokesman said: "We're 
not discussing the means of communica- 
tion,” used by U.S. officials. 
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Introducing PCs 


We've just taken our 
five basic i486 CPU 


machines and reengi- 








neered them to use a lot 
less juice. Saves energy, 
cuts pollution, and you 


know what? 


so green, 


The whole DECpc" 
LPv+ line earned 
the U.S. Environmental 
Protection Agency's 
"Energy Star" designation. 
These PCs had to meet 
rigid, earth-friendly stan- 
dards. And, as it turns 


out, they actually surpass 


they make the 


For more information, 





Energy Star specs. You can uy a new, 
What does our low- green DECpc LPv+ for call or fax: 
ower design c ou in the same price as the TEL FAX 
` j n 1 Bangladesh — (852) 805-3516 (852) 805-4200 
performance? DECpc LPv. And you ll Hong Kong (852) 805-3134 (852) 805-4217 
i ok. oe India (91) 80-334-4785 — (91) 80-334-4601 
Nothing. Save on electric bills Indonesia (62) 21-572-1077 (62) 21-573-2077 
s : : 1 Korea (822) 799-1257 (822) 799-1116 
[n fact, we beefed up while you're saving the Malaysia (603) 751-5155 (603) 758-1900 


the 245MB hard drive planet. e 


competition envious. 


to 340MB. Added Not bad. Pakistan (852) 805-3516 (852) 805-4200 

` j » Philippines — (652) 810-5156 (632) 810-5160 

a faster serial port for You know what they PRC. (861) 849-2888 (861) 849-2222 
^ . ° dá Singapore (65) 291-9188 (65) 298.6495 

faster communications. say. Everyone wants to Sri Lanka (852) 805-3316 (852) 805-4200 

. á Taiwan (886) 2-776-8816 (886) 2-772-5947 

And while we had the clean up the environ- Thailand (662) 312-0444 (662) 312-0505 

Vietnam (844) 254-825 (844) 235-956 


machines open, we added 
2.88 floppy support. 
What Does This Cost 
You in Dollars? 
Nothing. 


ment, but no one wants 
to pay for it. 
Well, now you don't 


have to. 





digital 
PC 





Beyond the box. 


© DIGITAL EQUIPMENT CORPORATION 1994. The DIGITAL loge, and DECpe are trademarks. and Beyond the box is a serice mark of 
Digital Equipment Corporation. 486 and the Intel Inssde logo are tr ademarks of Intel Corporation 
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HOTELS sod RESORTS 











Shang La Hore China World Hotel Traders Hotel Shangri-La Hotel Portman Shangri-La Shangri-La Hotel Shangri: La Golden E 
Beijing - Beijing Beijing. Hangzhou Shanghai. | Shenzhen | Xian 
|. 5096 off. 3096 off 30% off . |. 3596 off 309 off 3096 off 4096 


_ For reservations, call your travel consultant, or the Shangri-La in Bangkok (662) 36 77 TT; ‘Hone Kong (852) 599 3888, | 
Jakarta. {62 21) 5707 7445, Philippines (63- .2) 813 8888, ca dE (65) $35 3578, Taipei (886: 23 378 8888. Toll- Pies nsns 800- 3778. p 
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© 1994 MTV Networks 





| 9 
Don't Worry! 
MTV will be returning to Asia soon, with separate English and 


Mandarin channels. Each channel will present Asia's favorite music 
and much more localized programming than ever before. 


MTV is not only the world's first and only global music network, it’s 
the only channel that speaks the language of Asian youth, reflects their 


attitude, and gives them what they want. 
Stay tuned for the original: MTV Asia, returning soon. 


For more details contact Linda Kung. Tel:(852)880-9895 Fax:(852)597-4014 








REGIONAL BRIEFING 





JAPAN 
Nuclear-Capable 


Prime Minister Tsutomu Hata 
told legislators on June 17 that 
Japan had the capacity to 
develop nuclear weapons but 
has refrained from doing so. 
His remarks resulted in 
criticism by the opposition 
Liberal Democratic Party. 
Chief Cabinet Secretary 
Hiroshi Kumagai qualified 
Hata's remarks by saying that 
regardless of its capabilities, 
Japan's use of nuclear power 
“is limited to peaceful 
purposes." 


PHILIPPINES 
Communist Released 


Filemon Lagman, alleged head 
of the communist urban 
guerilla organisation in 
Manila, the Alex Boncayo 






Guerilla suspect Lagman. 


Brigade, was released on bail 
on June 19 by military 
authorities following a court 
order. He had been captured 
on May 26. 


MALAYSIA 

Israeli Contacts 

Malaysian Prime Minister 
Datuk Seri Mahathir 
Mohamad has revealed 
contacts with his Israeli 
counterpart, Yitzhak Rabin. 
Mahathir said it was Rabin 
who initiated the contact. He 
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was commenting on reports 
that the brother of Malaysia's 
king and a close friend of 
Mahathir's, Melewar Corp. 
Chairman Tunku Abdullah 
Abdul Rahman, recently 
visited Israel and met with 
Israeli Foreign Minister 
Shimon Peres. Kuala Lumpur 
abides by a resolution of 
Islamic countries making 
recognition of Israel contingent 
on a settlement of the question 
of Jerusalem’s international 
status. 





CHINA 

U.S. Deadline 

Washington is giving China 
until June 30 to resolve 
intellectual-property disputes 
or face investigations that may 
lead to sanctions. China 
rejected the pressure, calling 
copyright and patent piracy “a 
thing of the past.” 





INDIA 
Election Chief Wins 


Prime Minister P. V, 
Narasimha Rao's government 
has failed to restrain Chief 
Election Commissioner T. N. 
Seshan. A measure to allow 
two new election 
commissioners to outvote 
Seshan — who has used 
controversial methods to 
prevent election fraud, voter 
intimidation and abuse of 
office — was withdrawn by 
the government as it could not 
muster the two-thirds majority 
required to pass it. 


Mullah Assassinated 


Gunmen abducted and killed 
Qazi Nisar Ahmad, 42, the 
mirwaiz (senior cleric) and 
prominent Muslim leader of 
southern Kashmir, on June 19, 
heightening tension in the 
state. Indian police said one 
attacker had been identified as 
a leader of the Hizbul- 
Mujahideen, a Pakistan-backed 
fundamentalist group. 
Separately, Muslim-Hindu 
clashes in the central Doda 


China gets piracy deadline. 


area of the state have 
expanded the Kashmir 
troubles. 


TAIWAN 

Executions Criticised 
Taiwanese officials described 
the June 19 execution of three 
Chinese men convicted of 
killing 32 people on a pleasure 
boat on Qiandao Lake in 
Zhejiang province as “rash 
and hasty." Su Chi, vice- 
chairman of the Mainland 
Affairs Council, said the 
Chinese authorities had not 
satisfied people in Taiwan that 
those executed were the real 
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* culprits in the March 31 
í incident, which has enraged 


many Taiwanese. 


KMT Lead Reduced 


The ruling Kuomintang won 
665 out of 901 posts of 
neighbourhood chiefs in local 
elections in the cities of Taipei 
and Kaohsiung, some 9% 
fewer than four years ago. The 
opposition Democratic 
Progressive Party won 27 
posts, more than double the 
previous number. 
Independents won 208 races, 
while a tie vote in Kaohsiung 
is to be settled by drawing 
straws. 





BANGLADESH 


Election Proposal 


M. A. Wajed, husband of 
opposition Awami League 
leader Sheikh Hasina Wajed, 
on June 20 offered a formula 
to end the political crisis 
created by the opposition's 
stand that the next elections be 
held under a caretaker 
government. He proposed the 
formation of a 100-member 
advisory council or upper 
house of parliament. From this 
council, the president would 
form a caretaker body which 
would replace the party-based 
government during the 
elections. 


THAILAND 
Palang Dharma Vote 


The Palang Dharma party 
voted on June 20 to push 
forward a parliamentary 
motion to create a committee 
of MPs to draft a new 
constitution. The motion runs 
counter to the policy of other 
parties in the coalition 
government, and could cause 
a serious rift. Fifteen hardline 
members of the party's 
executive committee also 
resigned, opening the way for 
the election of new leaders, 
possibly including the party's 
charismatic former chief, 
Chamlong Srimuang. 
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Standing up to Father 


Hun Sen may treat Sihanouk as a father figure, but his 
stubborn opposition to the king’s plan to take over power splits 
the coalition regime almost irrevocably. 


By Nate Thayer in Phnom Penh 
or a father, being rejected by his child- 
ren is always traumatic. But saying 
‘no’ to the widely-revered “father of 
his country,” King Norodom Sihanouk, 
may ultimately prove more painful for 
Cambodia’s Second Prime Minister Hun 
Sen. 

Hun Sen last week flatly turned down a 
proposal by Sihanouk for the formation of 
a national unity government under the 
king’s control, the first time since United 
Nations-sponsored elections last year that 
a member of the ruling three-party coali- 
tion has publicly opposed the sovereign's 
wishes. The move laid bare deep divisions 
within the government and exposed rifts 
within the other main coalition partner, the 
royalist Funcinpec party, that could result 
in the departure of a number of top party 
officials and government ministers. 

Hun Sen's Cambodian People's Party 
(CPP) has demanded the sacking of two 
senior royalist party ministers, Finance 
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Minister Sam Rainsy and Foreign Minister 
Norodom Sirivuddh, whom they accuse of 
plotting the collapse of the current govern- 
ment in favour of a Sihanouk-led national 
unity government which would include 
the Khmer Rouge. The CPP rejection of the 
king's offer leaves Funcinpec, and its leader 
Norodom Ranariddh, with the difficult 
choice of either choosing to break openly 
with their government partners or oppos- 
ing the king, on whose name and reputa- 
tion the party was founded and elected. 

The crisis in Phnom Penh threatens to 
split the brittle coalition that has ruled 
Cambodia since UN-sponsored elections 
last year. The spectre of such a collapse, in 
turn, seems certain to undermine crucial 
government efforts to attract desperately 
needed foreign investment and tourism 
revenues. 

Looming behind the political squab- 
bling in Phnom Penh is the prospect of re- 
newed civil war between the government 
and the insurgent forces of the Khmer 
Rouge. The latest round of peace talks with 
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the Khmer Rouge ended in failure on June 
17, and the CPP-dominated government 
moved immediately to close down the 
Khmer Rouge representative office in 
l'hnom Penh, effectively ending any hope 
for new talks that might prevent the re- 
newal of fighting. The move was widely 
viewed as a slap in the face for Sihanouk, 
who called earlier in the week for talks to 
forge a political solution with the guerilla 
faction to continue. 

How the next act in the political drama 
is plaved out, political analysts say, de- 
pends largely on the decisions of the king 
and Funcinpec Prime Minister Ranariddh. 
Attention in Phnom Penh now shifts to the 
National Assembly, where the CPP is ex- 
pected to introduce a bill outlawing the 
Khmer Rouge. Neither Ranariddh nor Si- 
hanouk has so far taken a decisive public 
stance on the issue since the turmoil over 
Sihanouk’s proposal for a government of 
national unity began, and aides close to 
both men say they are still making up their 
minds about what do. Should the king de- 
cide to publicly oppose the banning of the 
Khmer Rouge, the National Assembly 
would be faced with an unprecedented 
choice of voting directly against the coun- 
try’s sovereign. 
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Cambodia's most recent political crisis 
was sparked by Sihanouk’s suggestion last 
week that he might be forced to pick up 
the reins of power once again. Sihanouk, in 
an exclusive interview with the REVIEW 
published on June 16, said the "current 
government has shown it is not capable of 
stopping the process of deterioration of the 
situation" and said he “might be obliged to 
intervene" to assume powers for a limited 
time. 

Hun Sen and the crr swiftly rejected 
Sihanouk's offer. Hun Sen told Sihanouk 
his proposal was "an outrageous conces- 
sion tantamount to a legal coup to dissolve 
the constitution, to dismantle the National 
Assembly and the royal government 
elected by the people," which "I would cer- 
tainly not go along with." 

In a letter faxed to Hun Sen on June 18, 
Sihanouk effectively withdrew himself 
from Cambodia for the remainder of the 
year. He announced that due to his "serious 
illness" he will soon enter the Beijing Cen- 
tral Hospital for two to three months. After 
leaving the hospital he would undergo 
other medical treatment in China and North 
Korea until January 1995. "In 1995 and in 
the following years there will be no ques- 
tion for me to seek government power in 
Cambodia," the king said in the letter. 

The developments are viewed by most 
analysts, including senior officials in the 


Democracy or 
Dictatorship? 


King Sihanouk's surprise proposal for 
the formation of a government of na- 
tional unity sparked an immediate re- 
jection from Second Prime Minister 
Hun Sen. In a six-page letter to the king 
obtained by the Review Hun Sen de- 
tailed his objections to the proposal. Ex- 


“., . On the evening of June 17, 
1994, I was deeply shaken by the arti- 
cle published in the Far Easterm Eco- 
nomic Review entitled "Cambodia — 
Last Act" written by Nate Thayer, sup- 
posedly based on an interview with 
Your Majesty. According to this article, 
I have become another obstacle in the 
way of conferring the power to Your 
Majesty. 

^With regard to this issue, whether 
Your Majesty did say so or whether the 
reporter did write so, may I be allowed 
to submit to Your Majesty . . . my 
thoughts and my feelings . . . . The 
REVIEW's article mentioned that 'Si- 
hanouk acknowledged that his bid for 
power would be doomed without the 
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CPP, as a move by the party to consolidate 
their control over the government. "Our 
new strategy is: whatever the king says we 
ignore. It is just a matter of how to say it,” 
a senior CPP official told the Review. “We 
recognise the king only as the [titular] king 
... this position has been adopted by the 
CPP politburo. This letter is a warning to 
the king. The king must understand the 
message: ‘Don’t go to far. Be happy with 
being king’.” 

The crP lost the UN-sponsored elections 
to Funcinpec — their battlefield enemies 
until the 1991 Paris peace agreements — 
but launched a short coup after the elec- 
tions and forced a power-sharing agree- 
ment with the election victors, Funcinpec. 
But deep mistrust continues to divide the 





acquiescence of Hun Sen and the CPP . . 
. because I do not want to shed blood to 
fight a secession led by Hun Sen... 
unless I have the assurance that Hun 
Sen and his party will join me in my 
government . 

“This paragraph is very serious vis- 
a-vis myself because it implies that a 
war might . . . [be caused] not by the 
Khmer Rouge but by my humble per- 
son. Now, a group of people in Phnom 
Penh who are unscrupulously greedy 
for power are using this article to poi- 
son the atmosphere, going so far as to 
tell Thai businessmen not to work with 
the current government because it is 
about to collapse and to wait to work 
with the new government. It is very 
funny because the Khmer story is like a 
kid’s game since a press article may be 
able to dissolve or form a government. . 

Everyone is boasting of pro-liberal 
democracy but instead [everyone is] . . . 
violating the nation’s constitution. What 
do they really want: dictatorship or 
democracy?” = 
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Hun Sen (/eft) and Ranariddh: difficult choice for partners. 


two parties, and the CPP has successfully 
manoeuvred to retain real control over the 
military, state administration, provincial 
structures and security services. 

Senior Funcinpec officials, long, frus- 
trated by their party's inability to capitalise 
on its election victory, are refusing to con- 
tinue to support their nominal coalition 
partners, and some have broken with their 
party leader, Ranariddh. This has pitted 
important figures in Funcinpec against 
Ranariddh, whom they accuse of making 
unacceptable concessions to the CPP. The 
move by Hun Sen and his CPP threatens a 
breakup of Funcinpec and a reorganisation 
of the government leadership. Both For- 
eign Minister Norodom Sirivuddh and 
Finance Minister Sam Rainsy have publicly 
attacked the CPP and 
criticised their own 
leader, Ranariddh, for 
being too conciliatory 
to Hun Sen. 

This rift was high- 
lighted on June 18, 
when Prince Sirivuddh 
(who is also Funcinpec 
party secretary-gen- 
eral) publicly refused 
to accept Ranariddh's 
decision to expel the 
Khmer Rouge after the 
failure of the peace 
talks. 

Sirivuddh told the 
REVIEW that the move 
to expel the Khmer 
Rouge was a rejection 
) os of King Sihanouk's call 
to continue peace talks 
and include the Khmer 
Rouge in a power-sharing agreement. "The 
position of the Foreign Ministry is that we 
are the Foreign Ministry of His Majesty. 
The policy of the Foreign Ministry is the 
king's policy of national unity," Sirivuddh 
said. Such a public split between the For- 
eign Ministry and the government is un- 
precedented. 

According to both Funcinpec and CPP 
leaders, Hun Sen has demanded that Rana- 
riddh sack both Finance Minister Rainsy 
and Sirivuddh. But such a move would 
probably result in significant resignations 
of senior Funcinpec officials. "Hun Sen has 
said that anyone who opposes the govern- 
ment must leave the government," Rainsy 
told the REVIEW on June 18. “Ranariddh is 
facing the most important decision of his 
life: split with the king or split with Hun 
Sen." 

Sirivuddh told the REVIEW on June 17: 
“I will resign as secretary-general of Func- 
inpec if anybody touches any Funcinpec 
minister or member. My party needs to 
support the king. I have informed my 
president [Ranariddh] of my position of 
supporting the open-door policy towards 
the Khmer Rouge." L] 


15 


HEUIUNAL 





NORTH KOREA 


Not All Smiles 


Carter's breakthrough visit gives Seoul headaches 


By Shim Jae Hoon in Seoul with 
Ted Morello at the United Nations 


orth Korean President Kim Il Sung 
N was beaming as he gripped former 

United States President Jimmy 
Carter in a bear-hug aboard the presiden- 
tial yacht on the Taedong River in Pyong- 
yang. The 82-year-old dictator had reason 
to smile — Carter's televised visit gave him 
a stamp of legitimacy he could never have 
dreamt of getting from a world commu- 
nity that has grown weary of his nuclear 
brinkmanship. 

Carter's four-day visit was a diplomatic 
breakthrough for Kim, but more impor- 
tantly, it helped dissipate a looming con- 
frontation on the Korean peninsula — at 
least temporarily. It opened up the possi- 
bility of Washington and Pyongyang re- 
suming talks over international inspections 
of North Korea's nuclear facilities. Kim also 
offered to meet his South Korean counter- 
part, Kim Young Sam, and reversed a deci- 
sion to expel two International Atomic En- 
ergy Agency (IAEA) inspectors trying to 
monitor the refuelling of the Yongbyon 
nuclear plant. 

But for South Korea, the results of 
Carter's unofficial diplomacy were not all 
that soothing. Seoul suspects North Korea 
might try to buy time for its nuclear pro- 
gramme by engaging in fruitless talks with 
the U.S. and South Korea, holding in abey- 
ance efforts to impose sanctions. The pros- 
pect of direct talks between Pyongyang 
and Washington also raised fears that the 
North would try to drive a wedge through 
the U.S.-South Korean alliance. Even the 
apparent success of the trip was politically 
problematic for President Kim Young Sam, 
who had earlier shot down calls by his 
leading domestic opponent, Kim Dae Jung, 
for Carter to mediate in Korea. 

At the United Nations Security Council, 
discussions over sanctions became more 
cosmetic than real as members waited for 
the U.S. to assess the results of Carter's 
visit. “The ball is in Washington's court," 
said an aide to UN Secretary-General 
Boutros Boutros-Ghali. In fact, U.S. Presi- 
dent Bill Clinton's administration may use 
the new developments to gracefully back 
off from its hardline push for sanctions, 
which had failed to rally unqualified inter- 
national support. 

On its part, Russia is calling for an inter- 
national conference on the nuclear issue, 
which would provide a further cooling-off 
period before any sanctions could be im- 
posed. The proposal seems motivated 
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Carter: back from the brink. 


more by Russia's demand for recognition 
as a world force than by any disagreement 
with the U.S. approach, so Moscow is not 
considered likely to veto a sanctions reso- 
lution. China, on the other hand, remains 
an enigma. While North Korea's closest 
ally has vociferously opposed sanctions, it 
has stopped short of threatening a veto. 
Beijing appears to be keeping its options 
open until it sees any draft resolution. 

In South Korea, assessment of Carter's 
mission ranged from elation to deep mis- 
trust. One of the optimists was Kim Dae 
Jung, who favours direct U.S.-North Ko- 
rean negotiations towards a package deal 
under which Washington would grant dip- 
lomatic recognition and economic aid if 
North Korea opens its nuclear facilities to 
inspection and undertakes economic re- 
forms. "The summit meeting between Kim 
Il Sung and Kim Young Sam will remove 
the last Cold War spot in the world," the 
opposition leader said in an interview with 
the REVIEW. "It could well be a repeat of 
the Middle East solution, with President 
Clinton standing between the two men and 
playing the role of an honest broker." 

But many South Korean officials saw 
Carter's visit as long on generalities but 
short on specifics. "We found absolutely 
nothing new in the message Carter brought 
back," said Lee Dong Bok, a former nego- 
tiator for Seoul advocating a hardline ap- 
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proach to the nuclear challenge. “He may 
be an honest broker, but he is certainly not 
a knowledgeable broker.” 

But amid the rising tension on the Ko- 
rean peninsula, Kim Young Sam pounced 
on Kim Il Sung’s offer of direct talks. On 
June 20, the South Korean president asked 
for the two sides’ deputy prime ministers 
to meet at the truce village of Panmunjom 
on June 28 to prepare for a Kim-Kim sum- 
mit, which would be the first face-to-face 
talk between north and south leaders since 
Korea's division in 1945. The meeting is 
likely to be held on or around August 15 in 
Pyongyang, a Japanese visitor who re- 
cently met Kim Il Sung told the Kyodo 
newsagency. On June 22, Pyongyang con- 
firmed the June 28 meeting of deputy 
prime ministers — which was seen as a 
"positive sign" by officials in Seoul. 

A summit would be a litmus test of 
Pyongyang's sincerity in dealing with the 
South. Some of the other messages that 
Carter brought back from Pyongyang 
looked as unsettling as they were hopeful, 
however. While analysts agreed that Kim's 
decision not to expel the IAEA inspectors 
was constructive, it was unclear whether 
they would be able to monitor the 8,000 
spent fuel rods removed from the 25-mega- 
watt reactor at Yongbyon. In the absence 
of such surveillance, enough plutonium for 
several nuclear bombs could be extracted 
from the rods at a reprocessing facility 
North Korea refuses to open for inspection. 

Kim Il Sung told Carter that the repro- 
cessing facility and a second reactor under 
construction would be opened up for sur- 
veillance only when North Korea was 
given a light-water reactor to replace its 
current plant. Light-water reactors are less 
susceptible to diversion for weapons-mak- 
ing, but they cost US$2-3 billion per unit — 
an expensive demand for Seoul and its al- 
lies to satisfy. As for the question of in- 
specting the Yongbyon reactor, Kim told 
Carter that it could be discussed if the U.S. 
agreed to a third round of high-level talks. 

These points were highly controversial. 
The U.S. and Seoul have said they would 
agree to talks only if North provides clear 
assurances that inspections could be car- 
ried out. So far, Pyongyang has not only 
balked at this notion, it has formally with- 
drawn from the IAEA. Left unmentioned 
was when or whether Pyongyang would 
return to the IAEA, or to the nuclear Non- 
Proliferation Treaty. The talks also failed to 
cover the vital issue of whether or not 
North Korea's two undeclared nuclear sites 
should be open to inspection. 

For all that, Seoul's biggest concern was 
the growing likelihood of direct negotia- 
tions between Pyongyang and Washing- 
ton, South Korea's defence and intelligence 
establishment insists that efforts to resolve 
the nuclear problem should be linked to a 
North-South dialogue, a stand that is being 
challenged by pragmatists. v 
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Stop Press 


Media ban stymies — of openness 








By John McBeth in Jakarta 


ndonesia's press and its collection of cut- 

ting-edge magazines have been perhaps 

the clearest manifestation of President 
Suharto's openness policy. With their will- 
ingness to push at the political margins, 
these publications have often surprised 
even the most cynical readers. But in a sin- 
gle stroke on June 21, all that seemed to 
change. 

Summoning reporters to a late after- 
noon news conference, Information De- 
partment Director-General Subrata an- 
nounced the government was revoking 
the publishing licences of Tempo, Indo- 
nesia's best known 
and most respected 
newsweekly, and two 
other widely read 
publications, Detik 
and Editor. 

Tempo was accu- 
sed of violating the 
journalistic code of 
ethics and pitting one 
person against an- 
other to the point 
where it affected na- 
tional security — a 
reference to its cover- 
age of a widely re- 
ported conflict be- 
tween Finance Minis- 
ter Mar’ie Muham- 
mad and Research 
and Technology Min- 
ister B. J. Habibie over 
the controversial pur- 
chase of 39 warships 
of the erstwhile East German navy. 

Unlike Tempo, the two other publica- 
lions appeared to be guilty of more techni- 
cal infractions. Subrata said Editor had 
failed to comply with registration proce- 
dures, and Detik had published political 
and general news when its licence re- 
stricted the popular tabloid's coverage to 
detective and crime stories. 

The news was greeted with dismay. "1 
think this is very ill-considered," said one 
diplomat. “What’s the threat that deserves 
such harsh action? Perhaps you have to 
look at it in the context of a broader crack- 
down." Pointing to recent government ef- 
forts to attract foreign investment, a Jakarta 
stock broker could only shake his head. 
"This sends a terrible message," he said. 
"It's going to be massively unpopular." 

The government's action underlined the 
difficulty of trying to stage-manage change. 


JUNE 30, 1994 


State Secretary Moerdiono told a recent 
seminar that while openness would con- 
tinue to be pursued as a consequence of 
global political trends, the main difficulty 
was trying to ensure that it didn't lead to 
anarchy. As a result, the government was 
advocating transparency, which he said 
was not quite the same as being completely 
open. 

Tempo staffers had a sense of forebod- 
ing since June 9, when Suharto lashed out 
at critics for provoking an inter-ministry 
conflict over the German ship deal. "They 
set one official against another [and] sowed 
mistrust between them to the point of dis- 








Habibie (/eft), and 
Mar'ie: the press pays 
a penalty. 


rupting stability," he 
said, in an apparent 
reference to a recent 
Tempo cover story. 
^We won't let them 
get away. We will 
warn them, and if 
that doesn't stop 
them we'll take firm 
action." 

In defending Ha- 
bibie, Suharto said it was he himself who 
had initiated the surprise purchase back in 
1992 as a cheap way of upgrading the 
country's defences. He said he had in- 
structed the minister to personally handle 
the negotiations because he was familiar 
with German officials. “We shouldn't make 
a big issue out of his appointment," he 
said. "Certainly it was not because we 
didn't trust the officers in the Ministry of 
Defence and the armed forces." 

The strength of the government's press 
crackdown was surprising given the rela- 
tively limited circulation of the three maga- 
zines and the fact that Tempo'’s 200,000 
readers, in particular, are mostly confined 
to the educated elite. First published in 
1971, the weekly was closed for several 
months in 1982. In the period since then, 
Subrata said it had been given six written 
warnings and 33 verbal admonishments. 
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Detik's circulation has surged past the 
400,000-mark since its launch 14 months 
ago, but that has had more to do with its 
leading-edge political writing than its li- 
censed mission of reporting the mean 
streets. Last October, it published a stun- 
ning interview with Maj.-Gen. Sembering 
Meliala, then deputy leader of the 100- 
strong military faction in parliament, in 
which he said Habibie could not survive 
without the president's mandate. Political 
analysts say the fact that Suharto had to 
defend the minister has only served to re- 
inforce that perception. 

Sembering was among 15 military leg- 
islators who were replaced on June 1 in 
what was described as a routine rotation. 
The Sumatran-born general claims he was 
never officially reprimanded for his com- 
ments, which came after Information Min- 
ister Harmoko, another long-serving mem- 
ber of Suharto's cabinet, became the first 
civilian chairman of the ruling Golkar 
party. 

Differences between Habibie and Mar'ie 
broke into the open on June 7, when the 
ministers appeared before two different 
parliamentary commissions to answer 
questions about how much the warships 
would cost. Mar'ie drew the line at US$319 
million and said the decision had been 
taken at a meeting of all related ministers. 
In another hearing room, Habibie appeared 
to contradict that assertion, saying he could 
only get the bill down to US$482 million. 

Habibie had originally estimated that 
the purchase and refitting of the 16 
Parchim-class corvettes, 14 Frosch-class 
landing ship tanks and nine Kondor-class 
minesweepers would cost US$640 million, 
part of a budget of US$1.1 billion. This also 
provided for a new US$151 million navy 
base at Teluk Ratai on the southern tip of 
Sumatra, US$119.7 million worth of ship- 
yard upgrades and two tankers valued at 
US$40 million. 

A senior Defence Ministry source told 
the REVIEW in March that as much as 
USS200 million had been slashed from the 
ship purchase and refurbishment bill, 
mostly by limiting the amount of work 
done at German shipyards — something 
that is reflected in Habibie's revised 
US$482 million package. "The conflict,” the 
source said at that time, "is between the 
Ministry of Finance and Habibie." 

Clearly, Mar'ie was still not satisfied. 
His US$319 million figure appears to have 
been arrived at by paring a further US$25 
million off training and refurbishment, 
scrapping the US$63 million Habibie had 
earmarked for re-powering the corvettes, 
and reducing the cost of preparatory work 
at the state-run PT PAL shipyard from 
US$64 million to only US$9.5 million. 

At Mar'ie's apparent insistence, the 
US$460 million in extras has also been 
dropped from the original wish list, which 
was first published in early 1993. z 
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House vs. White House 


Clinton clashes with Congress on Indonesia policy 








By Irene Wu in Washington 
ongress tried to chart the course of 
i United States policy towards Indo- 
nesia again this month, but this time 
the Clinton administration took notice. In a 
draft of its annual appropriations bill intro- 
duced on June 17, the Senate banned 
American military equipment purchased 
by Indonesia from being used in East 
Timor. The next day, a State Department 
official said the restrictions were “incon- 
sistent with our policy” and vowed that 
the administration would 
press for revision of the bill. 

The prompt statement con- 
trasted with the administra- 
tion’s weak and tardy reaction 
after the House of Representa- 
tives passed its own version 
of the appropriations bill, con- 
taining much harsher restric- 
tions on Indonesia, several 
weeks earlier. The shift may 
indicate that the White House 
is determined to concentrate 
on building ties with Jakarta, 
and may work harder than 
expected to bat down Con- 
gressional sanctions. 

The House version of the 
bill would prohibit the Indo- 
nesian military from buying 
into the U.S. International 
Military Education and Training (IMET) 
programme, in line with a ban on U.S. aid 
to Indonesia imposed after the 1991 Dili 
massacre. The administration has been 
skirting the aid ban by letting Indonesia 
pay for IMET, a programme usually sup- 
plied free to developing countries. 

Though Indonesian participation in 
IMET is worth only about US$2 million a 
year, access to the programme has become 
a highly symbolic issue for both sides. 
"Critics of Indonesia have seized on it and 
Indonesians have viewed it as one of the 
few remaining points of contact between 
the U.S. and Indonesian militaries,” says 
Ed Masters, former U.S. ambassador to In- 
donesia. 

In drafting its bill, the House Appro- 
priations Committee said it was "out- 
raged" that the new administration, de- 
spite its vocal embrace of human rights, 
decided fo provide training to the Indone- 
sian military for a fee. "It was and is the 
intent of Congress to prohibit U. S. military 
training for Indonesia," the committee de- 
clared. As a committee staff member says, 
“Politically, it means that the House is on 
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record against providing IMET to Indone- 
sia. Period. We don't want employees of 
the U.S. Government training Indone- 
sians." The outrage is directed as much 
against the White House as against Indo- 
nesia. “It's a message to the American ad- 
ministration," said the same staff member, 
"and a further message to Indonesia that 
we're still serious." 

On the Senate side, language that 
would have similarly prohibited Indonesia 
from purchasing IMET was struck from the 
appropriations bill at a committee-level 





They're targeted for restrictions by the U.S. Senate. 


meeting on June 16 — a move welcomed 
by the State Department. But inserted in- 
stead was a clause forbidding the use of 
U.S. military equipment in East Timor, a 
former Portuguese colony invaded by In- 
donesia in 1975 and annexed the following 
year. The new draft must pass the full Sen- 
ate before negotiations begin with the 
House on a joint version, which must be 
acceptable to President Clinton before he 
will sign it into law. 

The nature of IMET complicates the con- 
troversy. Caleb Rossiter, director of the 
Project on Demilitarisation and Demo- 
cracy, the organisation that alerted mem- 
bers of Congress to Indonesia's continued 
access to IMET after the Dili massacre, says 
most of the training focuses on maintain- 
ing the F16 fighter-bombers Indonesia pur- 
chased from the U.S. in 1989. Barring Indo- 
nesia from IMET would "make it hard on 
the military forces, and show them that oc- 
cupation of Timor does have a cost,” 
Rossiter says. But Robert Driscoll of the 
U.S.-Asean Business Council believes that 
70% of programmes purchased by Indone- 
sia's military are in the area of "manage- 
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ment training," programmes such as “rela- 
tions with the civilian population." 

In fact, the U.S. Defence Department 
has incorporated some training in sensitiv- 
ity to human rights into the IMET curricu- 
lum in recent years, largely in response to 
charges that IMET alumni often flagrantly 
violated human rights standards after re- 
turning to their home countries. By subse- 
quently denying access to IMET, Washing- 
ton is acting paradoxically, says Bambang 
Harymurti, Washington bureau chief of 
the Indonesian magazine Tempo. "The 
strange thing is that the current adminis- 
tration . . . thinks it's good to train the 
military to be more sensitive to human 
rights, but doesn't allow countries they 
think have human-rights problems to take 
the training," he says. 

The Clinton administration took several 
weeks to respond to the highly restrictive 
, language of the House bill, a 
$ delay that worried some Asia- 
? watchers in Washington. As 
Clinton prepares to visit Indo- 
nesia for the Asia Pacific Eco- 
nomic Cooperation forum in 
November, the House bill 
“could have a deleterious ef- 
fect on U.S. ability to carry 
through on Clinton’s commit- 
ment to a real forward-look- 
ing policy towards East Asia,” 
says Driscoll of the U.S.-Asean 
Business Council. “My feeling 
is that the administration — if 
it wants to preserve the essen- 
tials of the relationship with 
Indonesia — needs to draw a 
line and say this is enough,” 
says ex-ambassador Masters. 

Clinton may have some- 
what assuaged these critics with the State 
Department's quick reaction to the Senate 
bill. But some believe the administration's 
initial reluctance to confront Congressional 
critics reflects Indonesia's weak constitu- 
ency in the U.S. "My personal experience 
is that for any resolution against Indonesia, 
if you ask for support from a member of 
Congress or senator . . . even a junior staffer 
can put a stamp on it,” says Harymurti. 
"The fact that Indonesia is the largest Mus- 
lim country in the world, non-aligned, and 
fairly pro-Palestine makes it less popular 
in Congress than other countries." 

But human-rights activists cite the same 
lack of an influential Indonesian commu- 
nity in the U.S. to explain why the U.S. 
Government rarely targets Indonesia with 
strong criticism. "There is a history of soft- 
pedalling, partly because there is not a con- 
stituency. Filipinos and Chinese have put 
pressure on the U.S. Government to stand 
up for human rights in their countries," 
says Estrellita Jones of Amnesty Interna- 
tional. ^The level of egregious abuses in 
Indonesia is certainly not matched by the 
reaction of the U.S." * 
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Troubled Waters 


Philippine offshore oil search roils China 


By Rigoberto Tiglao in Manila 


ops — it was supposed to be a 

secret. No announcement was plan- 

ned when Manila granted an oil 
exploration permit on May 8 to Vaalco 
Energy of the United States and its Philip- 
pine subsidiary, Alcorn Petroleum and 
Minerals, covering a portion of the dis- 
puted Spratly Islands. Discretion shouldn't 
have been difficult — it was just a six- 
month licence to conduct what is described 
in the industry as “desktop” exploration: 
collating data gathered earlier by other oil 
companies and the government. The ex- 
ploration company wouldn't even need to 
venture into the area. 

But it appears that nobody told Alcorn's 
president, Eduardo Hernandez, 
to keep the news to himself. 
Hernandez proudly announced 
the exploration deal at the oil 
firm's annual stockholders' 
meeting. "We want to be there 
when the cake has not yet been 
baked," he was quoted by local 
media as saying. 

The next day, a low-ranking 
Energy Department official 
confirmed that it was the first 
such permit in the area, and 
admitted that exploration was 
"sensitive" due to conflicting 
territorial claims by five other 
countries. 

sensitive it was. A Beijing 
Foreign Ministry spokesman immediately 
issued a statement reaffirming China's sov- 
ereignty over the area covered by the ex- 
ploration permit, a swath of the South 
China Sea 400 kilometres west of the 
Philippine island of Palawan. Assistant 
Chinese Foreign Minister Wang Mingfan, 
in Manila for annual bilateral consultations, 
lodged a protest with Philippine Foreign 
Ministry officials. Foreign Affairs Under- 
secretary Rodolfo Severino said the Philip- 
pines "meant no harm nor offence" in 
granting the permit, as the area was within 
Philippine territory. But that explanation, 
he said, was rejected by Wang. 

Manila had to back-pedal fast. Return- 
ing from an official trip to China on June 
19, House Speaker Jose de Venecia — a 
close Ramos ally — declared that he had 
achieved "a diplomatic breakthrough" by 
winning China's endorsement of the prin- 
ciple of “common exploration and deve- 
lopment of the Spratlys, while shelving the 
sovereignty issue." De Venecia said that 
"to remove the most recent China objec- 
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tions" to the permit granted to Vaalco and 
Alcorn, he had "proposed to Assistant For- 
eign Minister Wang Mingfan that China 
could be invited to be a partner in the 
project." 

Oil industry executives described the 
affair as a serious faux pas. Little more than 
a year earlier, after China had stoked the 
5pratlys dispute by giving a U.S. firm per- 
mission to explore for oil in disputed wa- 
ters closer to Vietnam, President Fidel 
Ramos went on record as saying that the 
Philippines favours joint exploration of dis- 
puted areas of the South China Sea. By li- 
censing a solo exploration effort, the gov- 
ernment made Ramos' remarks appear dis- 
ingenuous. But the misstep seems to have 
resulted largely from the political naivete 
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of government officials. “I don’t think the 
Energy Department officials can even tell 
the Spratlys from the Paracels,” said one 
executive, referring to another disputed is- 
land group in the South China Sea. 

When the storm first broke, Energy De- 
partment Secretary Delfin Lazaro insisted 
that there was nothing controversial about 
the permit since it involved an area within 
Philippine territorial limits. Alcorn official 
Ponciano Mathay explained that the com- 
pany relied on provisions of the 1987 con- 
stitution, as well as on a decree issued by 
former President Ferdinand Marcos declar- 
ing the area off Palawan to be a Philippine 
municipality. 

The permit covers what Manila calls the 
Recto Bank, and includes the Patag, Lawak, 
and Parola islands. Lazaro told a press 
briefing that the area was “far from 
Spratlys,” apparently referring to the main 
Spratly island, in the middle of the sea half- 
way between Palawan and southern Viet- 
nam. But China, Vietnam and Taiwan 
claim the entire Spratlys group, a far-flung 
archipelago of more than 90 islands, islets 
and shoals that straddles key 
shipping lanes as well a possi- 
ble deposits of mineral wealth. 
The Philippines, Malaysia and 
Brunei also claim certain parts 
of the Spratly island chain. As 
for the Recto Bank, China calls 
it Nanshan. 

Executives of other oil ex- 
ploration companies told the 
REVIEW they were surprised by 
the issuing of an exploration 
permit to Vaalco and Alcorn. 
Discussions among govern- 
ments’ oil-exploration agencies 
held under United Nations 
auspices until 1992, said the 
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executive, ^were moving towards a con- 
sensus that given the territorial disputes in 
the Spratlys, any exploration activity 
should be done with the agreement of the 
governments involved." 

But Lazaro, the energy secretary, 
stressed that "previous work in that area 
has not been ques- 
tioned." He was re- 
ferring to explora- 
tion work done off 
Palawan by four for- 
eign contractors 
from the late 1970s 
to 1984. In the late 
1980s, Manila also 
awarded a geo- 
physical survey and 
exploration contract 
(GSEC-63) to a U.S. 
firm, Kirkland Ex- 
ploration, though it 
has not done any 
drilling so far. 

Industry sources said the earlier explo- 
ration efforts went largely unnoticed be- 
cause there was little data at the time to 
indicate that the Spratlys had the potential 
to produce oil. "Since then, the Spratlys 
have become controversial because of the 
possibility of oil," one source said, "which 
makes any unilateral exploration by one 
country in the area contentious." 

Executives from other oil exploration 
companies are meanwhile wondering 
where Alcorn's permit will lead. "It's a 
non-exclusive exploration contract, which 
binds them to submit their findings to the 
government," one company executive said. 
"Maybe the government, with Alcorn's 
help, is just testing the waters, to find out 
what it should do in that part of the 
Spratlys it considers its own." z 
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Lazaro: what 
controversy? 


about 250 kilometres off the southern 
Vietnamese coast, but more than 1,300 
kilometres from China’s Hainan Island, 
the closest undisputed Chinese terri- 
tory. Beijing gets around this problem 
by claiming sole ownership of the 
Spratlys, but Vietnam actually occupies 
several of the islands closest to the 
Crestone concession. 

China has used its military in the 
past to settle maritime differences, ex- 
pelling the Vietnamese from the dis- 
puted Paracel Islands in 1974 and from 
a small reef in the Spratlys in 1988. 
Hanoi and Beijing normalised their re- 
lations in 1991 and signed an agreement 
last year pledging not to use force to . 
settle differences. But after several 
rounds of talks to delineate their dis- 
puted sea and land borders, little pro- 
gress has been reported. 

m Murray Hiebert 
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Never 
Say Die 


Some in Congress keep 
hitting out at China 


By Susumu Awanohara in Washington 

s the Chinese well know, the after- 
A shocks that follow earthquakes can 

be almost as nasty as the first jolt. 
The Beijing leadership — and President Bill 
Clinton — may have thought five years of 
often acrimonious debate on the issue of 
China's most-favoured-nation (MFN) trad- 
ing status ended with Clinton's renewal of 
the privilege in May. But some prominent 
Democratic Party members of Congress are 
saying it isn't over yet, and have intro- 
duced a bill calling for the very types of 
sanctions which the president had forgone. 

Clinton extended China's MFN status 
even though Beijing had failed to meet hu- 
man-rights conditions he 
had set a year earlier. 
Moreover, the president 
delinked trade and human- 
rights issues. By most 
counts, Congress won't be 
able to muster the votes to 
override Clinton's decision. 
But the sanctions bill will 
provide new opportunities 
for China-bashing. This can 
intensify if attention is 
focused on Beijing's "bad 
behaviour" — such as its 
lack of cooperation on the 
North Korean issue. 

The sanctions bill advo- 
cating partial MFN revocation is sponsored 
in the House of Representatives by Con- 
gresswoman Nancy Pelosi, majority leader 
Richard Gephardt and majority whip 
David Bonior. In the Senate, its patron is 
majority leader George Mitchell. Gephardt 
and Bonior are close to organised labour, a 
group whose support Clinton needs to 
push through his domestic agenda. Indeed, 
organised labour's trade concerns are 
strongly reflected in the new sanctions pro- 
posal. Pelosi notes that in extending Chi- 
na's MFN Clinton cited his desire to main- 
tain American jobs. "In reality, the United 
States is the job loser in U.S.-China trade. 
Many American jobs have been lost or are 
at risk through China's unfair trade prac- 
tices," she said. 

Pelosi's bill says MFN should be revoked 
for all products manufactured or exported 
by the People's Liberation Army and Chi- 
nese "defence-industrial trading com- 
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Pelosi is still pushing for 
trade sanctions. 


panies." It would also close the door to cer- 
tain products of state-owned enterprises 
(including plastics, wood articles, apparel, 
footwear and iron and steel articles). 

The latter category had been identified 
by the U.S. Trade Representative's office as 
possible targets for selective tariffs in re- 
taliation for China's closed markets or vio- 
lation of intellectual-property rights. The 
tariffs never took effect, however. Beijing 
made concessions, and it was admitted that 
punishing state enterprises without dam- 
aging private ones or foreign joint ventures 
was difficult. But the sponsors of the new 
bill claim that selective targeting of enter- 
prises is possible. They say that the partial 
MEN withdrawal would affect about US$5 
billion of China's US$30 billion exports to 


. the U.S. They also claim that the bill would 


not affect U.S. exports to China — a claim 
strongly disputed by U.S. businessmen. 

The administration is loath to renew the 
MFN debate. "We don't believe that any 
useful purpose is served by debating ei- 
ther MFN renewal or larger sanctions . . . . 
In very plain words, this is an issue we 
should get behind us," said Bowman Cut- 
ter, the No. 2 man at the White House's 
National Economic Council. 

Congressional critics are not going to 
let Clinton off so easily. “I 
would love to know from 
[Clinton's] economic peo- 
ple why they're so per- 
suaded that more trade and 
more investment inher- 
ently will lead to less op- 
pression and more open- 
ness," Congressman How- 
ard Berman said in mid- 
June. He added: "People 
who want to make a profit 
in dealing with these des- 
potic regimes are bending 
over backwards to try to 
give the best possible inter- 
pretation of all of the ac- 
tions of those regimes." 

Congressman Tom Lantos said at the 
same hearing that the new sanctions bill 
^will at least recapture a small portion of 
the lost integrity and credibility on this 
issue." Lantos said that while some admin- 
istration officials "couldn't care less about 
human rights if it hit them in the face." But 
“there are plenty of us in this Congress . . . 
who feel deeply and passionately about 
that issue." How passionately will become 
clearer soon. The expectation is that the 
House will vote on the bill and possibly 
pass it in July. The Senate, where support 
for the bill should be weaker, will wait 
until after the House acts. A prominent 
Capitol Hill staffer says that "if they expect 
the Senate will kill the bill anyway and 
they will not be held responsible for the 
consequences of trade disruption, there 
could be considerable support for the bill 
in the House." " 
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TAIWAN 


The Will of the People 


Anti-nuclear lobby holds off state utility 


By Julian Baum in Taipei 


t may be too late, but Taiwan's state-run 
| utility Taipower is pulling out the finan- 

cial stops to win public support for its 
controversial fourth nuclear power plant. 
Faced with a referendum by residents of 
Kungliao rejecting a plan to locate the plant 
near their town, Taipower (Taiwan Power 
Co.) is pledging to hand over to the town 
some US$11 million annually plus a one- 
time subsidy of US$64 million during con- 
struction, or an average of about US$700 
per person. 

As Taipower's slightly desperate gener- 
osity indicates, the long-delayed nuclear 
plant is living up to its reputation as the 
most controversial infrastructure project on 
the island. But the utility is also discover- 
ing that winning over the few thousand 
residents of Kungliao is only the beginning 
of its problems. 

In Taipei, anti-nuclear activists are 
threatening violence if a US$6.4 billion al- 
location for the project is passed by the leg- 
islature. The Minister of Economic Affairs 
says he will resign if the money is not ap- 
proved by the legislature, which is to begin 
debate on the issue in late June. Foreign 
companies, meanwhile, are keeping a low 
profile, hoping that their bids for equip- 
ment and construction will not bring down 
the ire of a coalition of opposition parties, 
environmental groups and academics who 
have vowed to stop the project. 

Plans by Taipower to expand nuclear 
power generation on the island have been 
on hold since construction of the fourth 
plant was cancelled by the government in 
the early 1980s. Taipower tried many times 
to revive the fourth facility, which is to be 
built at Kungliao, a remote town on Tai- 
wan's northeast coast. The government is 
now fully committed to the project, but Tai- 
power faces another hurdle in the shape of 
the increasingly vociferous anti-nuclear 
lobby, which has gained hugely in popular 
support since the project was approved 
four years ago. 

"Things don't look that good," Tai- 
power President Chiang Si-min told the 
REVIEW. "I still think we can get this built, 
but even if the legislature approves the 
budget, it will be an uphill struggle." In 
the first local referendum held in Taiwan 
on May 22, residents of Kungliao over- 
whelmingly rejected the utility's proposal 
to build the power station in a district 
which they say is unspoiled, pointing out 
that it is the last place on the island where 
the natural water is still drinkable. Distrust 


22 


of Taipower and the government's Atomic 
Energy Council has become an article of 
faith among locals, who set up their own 
anti-nuclear lobby in 1988 with encourage- 
ment from activists in Taipei. The govern- 
ment's dismissal of the May referendum as 
illegal set off a wave of criticism that it was 
ignoring the will of the people. 

"Our requirements are very simple," 
says the head of the township, Chao Kuo- 
tung. "Taipower should convince us that 
we are secure and will be secure in the 
future. We want them to convince us, be- 
cause other nuclear plants have had many 
problems and we don't feel it's safe." 

Residents of Kungliao are not the only 
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Taipei's students say no to more nuclear power plants. 


ones objecting to the project. A street march 
in Taipei on May 30 calling for a nuclear- 
free Taiwan mobilised some 20,000 people. 
The protesters also burned an American 
flag to protest the role American com- 
panies played in building Taiwan's 12 ex- 
isting nuclear reactors, which are distrib- 
uted among three electricity generating 
plants. Advertisements placed in Taipei's 
two largest-circulation daily newspapers in 
early June warned U.S. companies not to 
sell nuclear equipment to Taiwan and 
threatened violence if they did. The full- 
page ads costing some US$10,000 each 
were traced to the mayor of the Taipei sub- 
urb of Hsichih, who apparently took the 
initiative on his own using funds he alleg- 
edly squeezed out of companies seeking 
construction permits in his municipality. 
Government officials warn, neverthe- 
less, that the threats of violence should not 
be dismissed. They point out that the only 
death recorded in the long history of pub- 
lic protests in Taiwan happened two years 
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ago when a truck driven by a protester 
ploughed through the gate of the reactor 
site at Kungliao during an anti-nuclear 
demonstration, killing a policeman. The 
protester was jailed for life. 

At stake for foreign companies is some 
US$2 billion in contracts for key compo- 
nents of the two-reactor power plant. Com- 
bustion Engineering Inc. and Westing- 
house Electric Corp. of the U.S. and 
Framatome of France submitted bids for 
the reactors earlier this year. Other foreign 
companies in the U.S., Europe and Japan 
are also expected to win subcontracts on 
equipment and technical work. Resolution 
of the award process is waiting the out- 
come of the legislature's decision. 

The years of delay in building the 
fourth power station have given valuable 
time to environmental groups to influence 
public opinion. "We want the government 
sincerely to reassess the possibility of an 
alternative project at Kungliao," savs 
Chang Kuo-long, a physics professor at 
National Taiwan Uni- 
versity and president 
of the Taiwan Environ- 
mental Protection Al- 
liance, a group cam- 
paigning against nu- 
clear power. "People 
don't have confidence 
in Taipower and a lot 
of controls are not 
strictly followed." 

Chang ticks off a list 
of "unforgivable mis- 
takes" by both the util- 
ity and the Atomic 
Energy Council, which 
both regulates and pro- 
motes the use of nu- 
clear energy. He claims 
these include leaks of 
contaminated cooling 
water and airborne radioactive particles 
which were not reported until long after 
they occurred. He also charges that the 
state-run utility has been reluctant to de- 
velop alternative forms of energy. 

Taipower President Chiang says that 
the utility has made major improvements 
in its safety record, which he claims is now 
above average compared with nuclear 
power plants in North America and Eu- 
rope. He points to plans to increase Tai- 
wan's electricity generating capacity by 
18,000 megawatts during the next 10 years. 
Only 10% of the new capacity will be nu- 
clear, he says, while roughly half of the 
added capacity will use natural gas. The 
remainder will come from fossil fuels. 
Within this mix, the Kungliao plant is 
essential to maintain the government's 
policy of diversification of energy sources, 
he argues. "This country can't afford to 
forget nuclear power because we have 
almost no primary energy of our own," 
Chiang said. w 
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best expressed in our staff. People from 
around the world who understand your 
culture and needs, perfectly. From the 
moment you make your reservations, 
you'll see that international spirit at 
work, in the smiles and personal 
attention you'll receive. And with our 
unique style of inflight hospitality, 
you'll experience the highest standards 


of comfort and international service. 
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SMILES FROM AROUND THE WORLD 
TO TAKE YOU PLACES 


At Gulf Air, our international spirit is 


We've come together from around 
the world to carry you across a network 
that spans 4 continents. We also have 
more regional connections in the Gulf 
than any other airline, to offer you the 
option of a flight that fits in perfectly 
with your personal schedule. 

Wherever you're from, wherever 
you're going, on Gulf Air you'll always 
find friendly faces, and a smile that you 


recognise. 
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BURMA 


Fighting 
Weather 


No rainy season let-up 
in anti-guerilla thrust 


By Bertil Lintner in Doi Tung and Mae Sai 


A 





gratuitous and unnecessary act,” 
one observer called it. In late 1991, 
the Burmese army razed the old 
palace of the prince of Kengtung, largest of 
the old Shan principalities. To many Shans, 
historically at odds with the ethnic Bur- 
mese majority, this was an attempt to 
destroy their very identity. “It was done at 
a time when they were rebuilding old 
Burmese palaces all over the country,” said 
a bitter descendant of 
the last prince of 
Kengtung. 

In its very destruc- 
tion, however, the 
Kengtung palace took 
new life. Photographs 
of the building have 
now become a symbol 
of Shan defiance, and 
are circulated with the 
same reverence ac- 
corded pictures of the 
Dalai Lama in Tibet. 
“People place these 
pictures beside Bud- 
dha images on family 
altars, and songs have 
been composed about 
the razing,” says a 
Shan source. The de- 
struction of the palace has also had an- 
other, more dubious effect. It has made 
many Shans turn to Golden Triangle war- 
lord Khun Sa. 

Over the past few years Khun Sa's 
Mong Tai Army (MTA) has emerged as the 
only force of any significant strength still 
opposing the regime. Khun Sa has long 
sought to cloak his drug-running with 
claims that he is fighting for Shan self- 
determination. Now many Shan leaders, 
once dismissive of the warlord's self- 
appointed role of Shan spokesman, seem 
ready to cast their lot with him. Says one: 
"We'll support him if he's really going to 
fight the Burmese Government." 

That Khun Sa is doing. On April 26, he 
instructed his troops “to attack government 
positions all over Shan State," said an MTA 
spokesman. The main target was the vil- 
lage of Mong Kyawt, an MTA stronghold 
captured by government forces last De- 
cember. Independent observers say the 
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Jungle War 
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MTA captured at least six government posi- 
tions around the village after heavy fight- 
ing in mid-May, but may have lost some of 
them since. 

"Some of the battles were really fierce, 
reminiscent of the heavy fighting that 
raged between the Burmese Communist 
Party and the government in the 1970s," 


AFGHANISTAN 


said a source in the northern Thai town of | 


Chiang Mai. Another source said at least 


17 battles took place throughout Shan | 


State in May — some near Hsenwi, Lashio 
and Hsipaw, all hundreds of miles from 
the main battle scene along the Thai bor- 
der. 

The intensity of the fighting indicates 
that there will be no rainy season let-up in 
hostilities this year. This vear's rains were 
just about to begin when Khun Sa's troops 
tried to break the stalemate that has pre- 
vailed around their Homong headquarters, 
further to the southwest of Doi Tung. Since 
December, thousands of government 
troops have been blocking the ferry cross- 

ings on the Salween 
river, opposite Ho- 
mong. “For more 
than four months, 
there has been virtu- 
ally no trade through 
Khun Sa's area adja- 
cent to the Thai-Bur- 
mese border," says a 
| local merchant in the 
V A = Thai border town of 
Tuna ^X Mae Sai. "And this is 
| * the time when the 
opium has been har- 
vested in northern 
Burma and should be 
moving to the refiner- 
ies in the south." 

As his troops take 
the battle to Rangoon's 
forces, Khun Sa is try- 
ing to strengthen his 
position by mending fences with other 
ethnic armies. Earlier this vear, rebels from 
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the Karenni ethnic minority apparently | 


forged a military alliance with the MTA. On 
May 1, representatives of the Wa from the 
Sino-Burmese border — traditional 
enemies of Khun Sa — also signed a treaty 
with his organisation. 

The position of the Karens, whose 
Karen National Union army is fighting one 
of Burma's most protracted ethnic insur- 
gencies, remains somewhat unclear. "But 
they are running out of funds and ammu- 
nition and many in sheer desperation turn 
to anyone for help to survive," said a West- 
erner who recently spent time with the 
Karens. Whatever the case, the main bat- 
tles between the Burmese army and the 
MTA are still to be fought. A Burma- 
watcher in Bangkok says, "Many rebels 
and former rebels are awaiting the out- 
come of the present fighting, and may team 
up with Khun Sa if he is successful.” m 
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The Long 
Goodbye 


President should quit his 
post, but refuses to 











By Ahmed Rashid in Islamabad 


y the terms of the Islamabad Accord 
E of March 1993, signed by all of Af- 

ghanistan's mujahideen factions, 
President Burhanuddin Rabbani's mandate 
expires on June 28. But don't expect him to 
go quietly. Though most Afghan leaders 
and several neighbouring countries have 
demanded that he step down, and though 
his and his rival Gulbuddin Hekmatyar's 
forces have turned Kabul into a heap of 
rubble, Rabbani refuses to quit. Were he to, 
said the president with what was presum- 
ably a straight face, "it would create a 
power vacuum in Kabul." 

According to the Islamabad Accord, by 
now Rabbani, an ethnic Tajik, should have 
organised a loya jirga (tribal council) and 
elections. Instead, his tenure has been 
marked by non-stop bloodshed with no 
clear winners or losers. Rabbani wants to 
call his own shoora (Islamic council) to 
choose a new president. Hekmatyar, a 
Pushtun, would never participate in a 
Rabbani-nominated shoora. He warned 
last week that if the president did not step 
down, “all doors will be closed and there 
is no other way but war.” 

Nonetheless, Pakistan’s Foreign Minis- 
ter Aseef Ali told the Review, “We are 
making a last-ditch effort to bring peace. 
President Rabbani loses his legitimacy on 
June 28. The other Afghans may call a 
shoora and elect a new president. If 
Rabbani does not step down, the fighting 
will intensify and there could be two or 
more presidents in the country.” 

More than 2,500 people have been killed 
and 17,000 wounded - 
in the fighting that 2 
has raged in Af- 
ghanistan since Janu- 
ary | this year. Most 
of the casualties were 
caught between the 
forces of Rabbani and 
his military com- 
mander Ahmad Shah 
Masud on one side 
and the alliance of 
Prime Minister Hek- 
matyar and Uzbek 
warlord Rashid Dos- 
tam, on the other. 
Hundreds of thou- 





Rabbani fears 
‘power vacuum.’ 
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sands of civilians across the country have 
become refugees. 

Much of the fighting has been for con- 
trol of Kabul, which has been virtually de- 
stroyed. Electricity and water to the city 
have been cut off since January. And 
United Nations food convoys from Pakis- 
tan have been hijacked on the road to the 
city, leading to severe food shortages. 

Another scene of intense battle has been 
northern Afghanistan. Here Masud's Tajik 
forces face off against Dostam's Uzbek 
troops for control of the cities of Kunduz 
and Mazar-e-Sharif and the border with 
the Central Asian Republic of Tajikistan, 
where a civil war is raging. The two sides 
have also fought bloody battles on the 
Salang highway — the key road that links 
Kabul with Uzbekistan. 

Last week heavy fighting broke out in 
the southern city of Kandahar, which has 
remained peaceful until now. Quite clearly, 
each warlord is trying to gain the maxi- 
mum territory to bargain with in any fu- 
ture negotiations. 

Foreign diplomats say the most work- 
able peace plan has been put forward by 
Rabbani's ally Ismael Khan, warlord of 
western Afghanistan. He has called for the 
president to be replaced by a leadership 
council, made up of the nine mujahideen 
faction leaders, nine ulema (clerics) and 
nine independent commanders. This 
group would choose a neutral interim 
president, who would then summon a 
loya jirga. Last week Ismael Khan met 
both Rabbani and Hekmatyar in Kabul to 
push his plan. 

Pakistan is attempting to broker a sec- 
ond Islamabad Accord, which would be 
backed by all the regional powers. Invita- 
tions to come to Islamabad have been sent 
to all the mujahideen leaders, but 
Rabbani's hostility to Pakistan may make 
this difficult. "From our talks with the Af- 
ghans, the majority prefer the idea of an 
interim president with a limited mandate, 
say for not more than six months, who 
would rule with a leadership council and 
summon a loya jirga," said Aseef Ali. 

However, achieving a consensus among 
the foreign backers of the various factions 
is proving difficult. Iran now appears to 
support Pakistan's bid to persuade 
Rabbani to step down. But Saudi Arabia is 
reluctant to do so because it has been fi- 
nancially supporting Rabbani. Russia has 
also backed Rabbani in the past, but is now 
taking a more neutral stance. 

Complicating the picture further are the 
neighbouring Central Asian republics. 
Turkmenistan backs Ismael Khan but not 
his leader Rabbani. Uzbekistan is backing 
Dostam. Tajikistan is supportive of 
Rabbani, but detests both Hekmatyar and 
Masud because they support the Islamic 
rebel movement in Tajikistan. Afghanistan 
today is very much a hell on earth, and 
one of hell's attributes is confusion. = 
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Slip of 
The Lip 


Feminist author provokes 
fundamentalist death calls 


By S. Kamaluddin in Dhaka 


T aslima Nasreen is probably the best- 





known Bangladeshi writer in the 

world today. But her fame — or 
notoriety — has less to do with her writing 
than her penchant to speak her mind. In 
the conservative Muslim society that is 
Bangladesh, her iconoclastic views on sex, 
marriage and religion were bound to land 
her in hot water. But even the feisty 
Nasreen began to tread a little more care- 
fully when the fundamentalists started call- 
ing for her head. Last November a right- 
wing Islamic organisation offered US$1,250 
to any Muslim who killed her. 

But Nasreen made a slip of the lip in a 
May 10 edition of Calcutta's The Statesman 
newspaper, and with it the price on her 
head, and the danger that someone would 
really do her in, have grown. The daily 
quoted her as saying that the Koran should 
be revised. Nasreen says that after the of- 
fending story was published she immedi- 
ately informed the The Statesman she had 
been misquoted; she had only suggested 
that Islamic law, not the Koran itself, be 
revised to keep up with the times. 

The correction was published the next 
day, but the controversy refused to die 
down. The situation grew explosive when 
the government-owned Dhaka newspaper, 
the Bangladesh Times, reprinted the offend- 
ing story on June 4. Last week the Sirat 
Majlish, a fundamentalist group said to be 
a front organisation of the rightwing 
Jamaat-e-Islami, declared in the south- 
western town of Khulna that it would give 
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Bangladesh journalists demand that detained colleagues be freed. 


US$2,500 to anyone 
who killed Nasreen. 
The reward, a small 
fortune in a country 
with a per capita GDP 
of less than US$240, 
was announced in 
some of the prominent 
Dhaka dailies. A little- 
known radical group 
in the eastern town of 
Sylhet then added its 
bit by offering another 
US$1,250 for Nas- 
reen's head. 

Pressed by reli- 
gious extremists, the 
authorities then called 
for Nasreen's arrest, 
saying she had "the 
deliberate and malicious intention of out- 
raging the feelings of Muslims." Nasreen 
was not to be found, however. It is widely 
rumoured that she has taken sanctuary in 
a foreign embassy. From her hideout she 
called a journalist on June 5 to rail at the 
government's injustice. ^The government 
is trying to prosecute me for no fault of 
mine. I didn't suggest revision of the 
Koran." 

Indeed, the government's attitude in the 
whole affair has been curious. A senior of- 
ficial said the government could not take 
action against those putting out death war- 
rants in newspapers. But on June 8, the 
government did come down hard on the 
influential Bengali daily Janakantha for al- 
legedly publishing a blasphemous article a 
month earlier. Three of the paper's editors 
were arrested, though two were later freed 
on bail. A couple of days before the arrests 
the newspaper's offices had been fire- 
bombed by a mob. But the government 
failed to take any action against the attack- 
ers. 

Janakantha came under fundamentalist 
fire for an article explaining how half-edu- 
cated mullahs misled gullible villagers by 
misinterpreting the Koran for their own 
ends. It used a particular verse of the Ko- 
ran as an example. First it printed the cor- 
rect translation of the verse, then the spuri- 
ous translation that would be used by a 
self-seeking mullah. But the paper's critics 
accused it of misinterpreting the Koran. 

Like most Dhaka papers, Janakantha too 
had been critical of Nasreen's writings on 
sex and religion. But it was not necessarily 
supportive of fundamentalist or rightwing 
groups. These groups have now countered 
by tarring both Nasreen and the paper 
with the same anti-religion brush in a bid 
to whip up popular sentiment against 
them. The rightwingers’ “whole game was 
clear from the start," says a neutral ob- 
server. “But one wonders what prompted 
the government to act against the newspa- 
per instead of those who deliberately tried 
to create this misunderstanding." G 
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first planned it that our Asian-Pacific 

Conference on East Timor would be- 
come an issue even larger than that which 
we were debating. But that’s precisely 
what happened, thanks to Presidents Su- 
harto and Ramos. 

Today the conference has ended but the 
questions it raised are still simmering. 
Ramos maintains that good bilateral rela- 
tions with Indonesia and the accompany- 
ing economic benefits were the paramount 
considerations behind his decision to try to 
close our conference. And to be fair, he did 
inform Suharto in the beginning that un- 
der the Philippine Constitution — which 
guarantees freedom of speech and assem- 
bly — the conference could not be stopped. 

The purpose of the conference, held in 
Manila, was to discuss the situation in East 
Timor. Once Suharto exerted pressure on 
Malacanang Palace to stop it, however, the 
conference assumed much broader signifi- 
cance. This indeed was only heightened by 
Ramos's weak-kneed response. For the 
handling of the issue calls into question not 
simply the human-rights situation on East 
Timor but Indonesia's respect for its neigh- 
bours and Ramos' respect for his own con- 
stitution. In short it makes us wonder what 
sort of relationship Asean implies. 

The Ramos government thought, mis- 
takenly, that banning foreign participation 
would kill any interest in the conference. It 
proved to be a gross miscalculation. Ridicu- 
lous deportation orders were issued for 
Danielle Mitterrand, wife of French Presi- 
dent Francois Mitterrand; Nobel laureate 
Mairead Maguire; Portuguese MP Carlos 
Candao, etc. Such was the government's 
thoroughness that they put Bishop Finnau 
of Tonga on their list, though the bishop 
had died six months earlier. Yet despite the 
ban, foreign delegates flew in if only to 
make their statements, knowing full well 
that they ran the risk of deportation. The 
government's vigilance notwithstanding, 
51 delegates from 20 countries participated. 

It might even be argued that Ramos' 
handling of the situation lent the proceed- 
ings a prominence that they might other- 
wise not have enjoyed. This was a blessing 
for those of us concerned with human 
rights, because our conference was the first 


| ittle could we have known when we 
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Agreeing to Disagree 


_ By Renato Constantino, Jr. 


experience of South-South solidarity of its 
kind. Although the Philippines ranks 
among the poorest in a region known for 
its economic tigers, we Filipinos are none- 
theless proud of our democratic traditions 
and commitment to human rights and civil 
liberties. 

The official reaction to the conference 
only confirmed us in the belief that the is- 
sue of human rights can never be left solely 
in the hands of governments. This is not to 
say that we are not for Asean’s laudable 
efforts to prevent the North from re- 
colonising the South under new forms of 
domination. But mass extermination of a 
people and torture are wrong wherever 
and whenever they occur. Just as the Phil- 
ippines supported Indonesia in the latter's 
war of liberation against the Dutch, so too 





É Asean solidarity 
cannot be 
strengthened if 
one country tries 
to bully another. 
Nor can it be 
achieved at the 
expense of a 

helpless people 3 





do we today support the struggle of the 
East Timorese for self-determination. 
What does this imply for Asean? At the 
moment, the Philippines remains the odd 
man out in a region of authoritarian states. 
Imperfect though it may be, the Philippine 
nation stands out as the lone democracy in 
Asean. As such, this poses problems in its 
relationships with other members, the most 
glaring example of which was the pressure 
President Suharto brought to bear on Presi- 
dent Ramos to ban our meeting. Still, there 
are among these authoritarian states move- 
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ments working towards the attainment of 
democratic rights. That is their internal 
task. If they succeed, it will make our rela- 
tions smoother. 


egardless of whether its members 

are democratic or authoritarian, 

Asean has legitimate reasons for 
banding together in face of the increasing 
global economic intervention by Northern 
economies into those of the South. We thus 
acknowledge that Asean's cooperation is 
needed in the economic sphere to develop 
economies that relate well with one an- 
other; to foster an economically stronger 
region that can stand up collectively to im- 
positions from the North inimical to their 
interests. Such regional solidarity, how- 
ever, cannot be strengthened if one coun- 
try tries to bully another. Nor can it be 
achieved at the expense of a helpless and 
hapless people. 

What Asean needs is unity in diversity 
— unity that is necessary so that the na- 
tions of the South can defend themselves 
from the inroads of the North, if only be- 
cause what is good for advanced countries 
is not necessarily beneficial for developing 
countries. These hard economic truths we 
recognise. But in dealing with such issues, 
is it too much to hope that human compas- 
sion for our fellow men be somehow in- 
cluded in the equation? Or that leaders of a 
country are not asked to violate their own 
constitutions? 

Our conference has now concluded. If 
there has been one helpful side effect from 
the flap between Manila and Jakarta, it is 
that it served only to draw more attention 
to the issue of East Timor itself. Many of 
the governments of Asean doubtless 
would prefer to maintain their conspiracy 
of silence with Indonesia. But the peoples 
of the region will not. No one need remind 
us that even within Asean there exist many 
different cultures, religions, and ethnic 
groups. But what we do need to find is a 
way of living together as a community. 
History is instructive here: the more free- 
dom the individual has in any society, the 
better that society can deal with the contra- 
dictions posed by this diversity. The sooner 
Asean learns the lesson, the happier all its 
peoples will be. x 
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Tongue-Tied 


Bilingual education backfires 


By Louise do Rosario in Hong Kong 
F or Angus Mui, geography class was 


the worst. He says he could make out 

“at most 30% or 40%” of what was 
being said. "Other classmates also couldn't 
understand the teacher's English. He spoke 
too fast and had a heavy American accent. 
So most of us just read comics, day- 
dreamed or fell asleep," says Mui, 18, who 
managed to graduate anyway from 
Cognitio College. 

Welcome to a Hong Kong secondary 
school, where the classes are taught in Eng- 
lish but the students speak a Chinese dia- 
lect, Cantonese. Introduced in the 1960s, 
the predominantly English-language cur- 
riculum was intended to produce a bilin- 
gual breed of citizens able to cement the 
British colony's place as an international 
trading centre. But instead, according to 
critics, it has produced a linguistic lost gen- 
eration that has mastered neither English 
nor Chinese. 

“Where else in the world is the teaching 
medium a second language and not one's 
mother tongue?" demands W. K. Kan, a 
lecturer at the Chinese University. Most 
teachers argue that educational standards 
would improve if classes were taught in 
Cantonese. But parents, who view English 
proficiency as a sign of status and a key to 
success, are resisting efforts to reform the 
curriculum. Hong Kong's Roman Catholic 
Archdiocese has taken a step that may 
point to the way of the future: starting in 
September, Catholic secondary schools will 
teach some subjects in Cantonese. 

The language debate, which has long 
swirled through educational circles, has 
become more pressing as the explosive 
growth of Hong Kong's service sector cre- 
ates urgent demand for employees with 
good language skills. But hanging over the 
debate like a giant question mark is July 1, 
1997, when Hong Kong reverts to the sov- 
ereignty of Mandarin-speaking China. 
Amid the uncertainty over what language 
the new rulers will require in the schools 
and civil service, the government appears 
unwilling to embark on fundamental edu- 
cational reform. 

But many fear that the widely perceived 
decline in English will blunt Hong Kong's 
edge as one of the most accessible places in 
Asia for foreigners to do business. “It’s 
very worrying," says legislator Henry 
Tang, who sits on a public education body 
that is spending increasing sums each year 
to improve the English of secondary-school 
graduates. "The poor standard of English 


has reached epidemic proportions," he 
says. So concerned about the decline in 
English are big companies such as Hong- 
kong Bank, Hongkong Telecom and Swire 
Pacific that they started a HK$20 million 
(US$2.6 million) campaign in 1988 to im- 
prove employees' English. 

Educators believe that students’ com- 
mand of their mother tongue has also 
slipped. "Most students today can't even 
write a proper simple letter in Chinese,” 
says lecturer Kan, who is a spokesman on 
education for the Democratic Alliance for 





Hong Kong poster: all for the mother tongue. 


the Betterment of Hong Kong, a pro-Beijing 
political party. 

Young people in Hong Kong commonly 
communicate in a hybrid of English and 
Cantonese, “a kind of Chinglish,” points 
out legislator Tang. Teachers say Hong 
Kong-style bilingualism is hampering stu- 
dents' ability to express themselves. "These 
days, they are using a lot of hesitancy 


words, like 'eh, er, lau, lur, lor'," says 


David Tang, head of the Community Eng- . 


lish Language Lab. 

But some say these assessments of local 
language standards are too harsh. With a 
much larger number of children attending 
secondary school in recent years, average 
standards have inevitably dropped. When 
secondary education was a more elite af- 
fair, fewer Hong Kong people spoke Eng- 
lish, but they spoke it better. 

Hong Kong schooling was in Canton- 
ese until the 1960s, when the colony's 
emergence as a major trading centre 
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boosted the importance of English. The 
government promoted the use of English 
further through its civil-service recruitment 
policy. Secondary schools responded by 
adopting English as the medium of instruc- 
tion for almost all classes (though primary 
school is still taught mainly in Cantonese). 
The theory was that total immersion was 
the best way to learn English, but in prac- 
tice, many students have trouble learning a 
language that they rarely use outside 
school. 

Only 52 out of Hong Kong's 392 sec- 
ondary schools use Cantonese to teach all 
subjects. The rest claim to be English 
schools, but in practice, teachers frequently 
mix in Cantonese in the classroom to get 
lessons across. "There are very few full- 
fledged English schools in Hong Kong, but 
principals do not want to admit the truth 
for fear of upsetting parents and losing stu- 
dents," says Chiu Chi-shing, vice- 
president of the Hong Kong Profes- 
sional Teachers' Union. 

When one secondary school tried 
to drop the pretence of being an 
English school in 1987, it failed mis- 
erably. Led by principal David 
Cheung, who was also a legislator, 
Carmel English School planned to 
shift to teaching in Chinese. But two 
years later, Cheung was overruled 
by the school council and had to re- 
sign. "It's a major struggle," admits 
Chinese University's Kan. "But as 
the years go by, the voice asking for 
change will get louder." 

The Catholic Church — which 
runs 24 secondary schools with 
200,000 students, a sixth of the terri- 
tory's total — isn't waiting. The 
church has asked its schools to start 
teaching some subjects in Cantonese 
in September, with a goal of teach- 
ing half of all classes in the language 
by 1996. "Everybody has talked 
about the issue for years; it's time to take 
some action," says Fr. Dominic Chan, the 
church's vicar general in Hong Kong. 

The government agrees that teaching 
more classes in Cantonese would improve 
educational standards, but its efforts to en- 
courage the shift through financial assist- 
ance to schools have had limited impact. 
“We provide all the broad objectives, but 
schools have the autonomy to decide what 
medium of teaching they should use," ex- 
plains Man Tzefong, assistant director of 
the Education Department. This vear, how- 
ever, the government will begin assessing 
the language ability of students complet- 
ing primary school and advising parents 
and schools which teaching medium is best 
for the child. 

Critics say language-streaming will 
make little difference because the govern- 
ment's assessment is not binding. “The gov- 
ernment is merely tinkering with the sys- 
tem," says Chiu of the teachers' union. m 
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NGOs to work 
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governments 
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developments 
since the end 
of the Cold 
War 4 


South Korea’s Han Sung Joo. 
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NGOs and Regional Security 





New forum created for experts to discuss security issues 


Philippine governments were embarrassed 

when a group of non-governmental organisa- 
tions (NGOs) held a conference in Manila on the situ- 
ation in East Timor. Under pressure from Indone- 
sia, which invaded and annexed the former Portu- 
guese colony in 1975, the Philippine Government, 
unable to prevent the conference from going ahead, 
barred foreigners from participating. 

Last year, when governments from the Asia- 
Pacific region held a conference on human rights in 
Bangkok, more than 170 NGOs attended as observ- 
ers. The Bangkok Declaration issued by the govern- 
ments was criticised by the NGOs, which issued their 
own declaration and attacked the government state- 
ment for putting emphasis on “regional speci- 
ficities,” thus in their view watering down the con- 
cept of universality of human rights. 

But NGOs do not always embarrass governments. 
In fact, their work sometimes gets official endorse- 
ment. Thus, the World Conference on Human 
Rights held in Vienna a year ago specifically recog- 
nised “the important role of non-governmental or- 
ganisations in the promotion of all human rights 
and in humanitarian activities at national, regional 
and international levels.” 

NGOs play an important role not only in the 
human-rights field but, increasingly, in the work to 
enhance security in the Asia-Pacific region. The 
Asean countries, recognising the contribution of aca- 
demics and others not holding government office, 
have long had think tanks working in close associa- 
tion with their respective governments. Now, with 
the Asean Regional Forum (ARF) due to hold its first 
meeting in Thailand next month to discuss security 
issues, the stage is set for an NGO representing lead- 
ing research institutes across the Asia-Pacific region 
to make a substantial contribution to the important 
process of enhancing regional security. 

The NGO that has been set up for this purpose is 
the Council for Security Cooperation in 
the Asia Pacific (CSCAP). It links up re- 
search institutes in 10 countries, with 
the founder members being think tanks 
in Australia, Canada, Indonesia, Japan, 
Malaysia, the Philippines, Singapore, 
South Korea, Thailand and the United 
States. CSCAP hopes that think tanks in 
other countries and territories in the re- 
gion, including China and Taiwan, will 
also take part eventually. 

The creation of CSCAP was preceded 
by a series of meetings on security co- 
operation in the Asia Pacific in 1991-92 
in Honolulu, Bali and Seoul that in- 
cluded scholars and officials acting in 
their private capacities. In May 1993, 
when senior officials met in Singapore 
at Asean's annual post-ministerial con- 
ference, they not only announced the 
creation of ARF to deal with regional 
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security issues but also endorsed the creation of an 
NGO to support multilateral dialogue at the official 
level. 

The following month, CSCAP was officially inau- 
gurated in Kuala Lumpur. Its two co-chairmen are 
Amos Jordan of the Pacific Forum /csis in Honolulu 
and Jusuf Wanandi of the Centre for Strategic and 
International Studies in Jakarta. Malaysia's Institute 
of Strategic and International Studies is serving as 
the secretariat for the first two years. A statement 
issued by the 10 founding institutes outlined the 
group's commitment to enhancing regional security 
through cooperation and dialogue open to all coun- 
tries and territories in the region. It further called 
for the establishment of international working 
groups to undertake policy-oriented studies on spe- 
cific regional political-security problems. 

Two months ago, CSCAP, bearing in mind the 
upcoming ARF session in July, prepared its first 
memorandum on regional security. In it, the NGO 
touched on the major political and security issues 
facing the region, discussed confidence-building 
measures and the need for preventive diplomacy 
and outlined its relationship with ARF. CSCAP is also 
developing a database and information centre on 
security measures in the region. 


institutes with close ties to governments. The 

South Korean organisation, for example, is the 
Seoul Forum for International Affairs whose former 
president, Han Sung Joo, is now the country's for- 
eign minister. And the institute's current chairman 
is a former ambassador to the U.S. 

Each founding institute is setting up a broad- 
based indigenous member committee. The close ties 
between institutes and governments were reflected 
in the founding of the U.S. committee. Those present 
at the inaugural meeting last November received a 
Defence Department briefing on security issues. 
Speeches were delivered by Under-Secretary of De- 
fence Frank Wisner and Deputy Assistant Secretary 
of State for East Asia Peter Tomsen. 

Discussion of security issues has been progress- 
ing for several years along two tracks: official and 
unofficial. The usefulness of the unofficial process, 
often referred to as the second track, has received 
increasing recognition — and increased funding — 
from governments. 

The emergence of NGOs to work separately from, 
but in cooperation with, governments is one of the 
most hopeful developments since the end of the 
Cold War. Academics with ties to governments 
have the ear of officials, understand their thinking 
and can relate to academics in other countries of a 
similar standing. Their proposals are likely to be 
given a fair hearing and stand a good chance of 
being accepted and implemented. The members of 
CSCAP, which will inevitably expand, are likely to 
play an important role in ensuring the security of 
the Asia-Pacific region. 5 


T he 10 founding members are leading research 
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TRAVELLERS' TALES 





EACH AND EVERY BY-WAY: A hotel in 
Singapore is offering the ultimate in live 
entertainment: you, the guest. A karaoke 
system has been installed in every room of 
the Chancellor's Hotel in Joo Chiat, reports 
the Straits Times. 

Is your neighbour making a pest of him- 
self murdering My Way? Get your own 
back by squeezing every ounce of tortured 
life out of Feelings. 

Toallow guests to inflict maximum pain 
on each other, the 40-room hostelry offers 
guests the chance to croon in English, Man- 
darin, Japanese and even Hokkien. 

And you thought the Tower of Babel 
was a multi-cultural hang-out. 

Meanwhile, the Japanese have unveiled 
their latest attempt to take over the world. 
Sega Enterprises has developed a system 
which sends karaoke across international 
borders on normal phone lines. Next year, 
the stuff will be invisibly pumped from Ja- 
pan to the United States, Hong Kong and 
Taiwan. Also targeted: Singapore and Ma- 
laysia. 

The data turns itself back into music 
and subtitles when attached to a karaoke 
terminal. It will come from a central soft- 
ware bank in Japan, where an endless sup- 
ply of new material will be loaded in for 
24-hour, seven-days-a-week output, world- 
wide. 

This seems ominous, given the Japanese 
skill with subliminal messages. A Tokyo 
firm created a recording for lovesick peo- 
ple to give to the objects of their affection a 
couple of years ago. The words "please 
love me" were repeated 5,000 times at fre- 
quencies so high you did not know you 
were hearing them. I hope nobody played 
it with dogs in the room. 


IT'S A HIT: Hate children? 
Enjoy hitting them with a 
big stick? Now you can buy 
clothing with “I-CLUB KIDS" 
emblazoned on the front. 
The garments were spotted 
in a Seoul window display 
by Jay Ballentine of Singa- 
pore. 

Clearly, corporal punish- 
ment is alive and well in 
Asia. 


STAND AND DELIVER: Jean-Luc Ayme 
of Procter and Gamble came up with an 
offering for our "Instructions for Incred- 
ibly Stupid Consumers" list. This is a sign 
from a hotel in Labuanbajo on the island of 
Flores, Indonesia. It informs people who 
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use the toilet that men (pria) may stand or 
sit, but women (wanita) must sit. I have 
met many intelligent Indonesian women, 
and I suspect most worked this out for 
themselves at an early age. 





NOT LIGHT READING: In 
its newsletter, the American 
Chamber of Commerce in 
Thailand says it has ac- 
quired "a beautiful coffee ta- 
ble sized book,” I learn from 
Skip Heinecke of Royal Gar- 
den Resorts. 

l've heard of coffee table 
books, but never seen one 
the size of a coffee table. Do 
they need two tables just to 
open it? 


SMALL TALK: A hunch- 
backed dwarf killed a man whom he 
caught stroking his lover's thigh, a court in 
Hong Kong was told on May 31. The court 
accepted the dwarf's plea of manslaughter 
on the grounds of "diminished responsi- 
bility." 
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BOTTOM LINE: On sale at the Itaewon 
shopping district of Seoul are a brand of 
shorts bearing the brand name "BUM 
Equipment," I hear from Peter Under- 
wood, general manager of IRC, Seoul. “I 
assume it refers to the part of the anatomy 
it covers," he said. Maybe the stuff is de- 
signed for export to tramps in the United 
States. 





PIANISSIMO TO THE MAX: It's the hot- 
test thing in the Japanese music scene: the 
Silent Piano. It's a proper piano, complete 
with hammers and strings, but makes no 
audible sound. Made by Yamaha Corp. (of 
course), it is designed for enthusiasts who 
want to practise late at night, but don't 
want to inflict themselves on neighbours. 

The player can listen to himself on 
headphones, or he can also enjoy the 
silence. 

During the day, it can be played as a 
normal piano, producing the usual audible 
sounds. 

Yahama has been surprised at the de- 
mand, said the Asahi Evening News. It sold 
7,800 Silent Pianos between October last 
year and the end of March this year, from 
¥660,000 (US$6,300) each. 

Why can’t these people just draw piano 
keys onto their kitchen tables? 


ILMIIL. Foregin Language 


Institute Tel No. 817-9362 —3 





LERN TO SPEL: Eric Jome of Pusan, South 
Korea, sent me an ad for English teachers 
placed by the "ILMIIL Foregin Language 
Institute." The fact that they cannot spell 
their own name doesn't exactly build 
confidence. 





Have a tale to tell? Call (852) 508 4382, fax 
(852) 503 1530 or write to GPO Box 160, 
Hong Kong. 
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HAPPEN 


Discreet, unobtrusive service. Luxurious, elegant surroundings. Where else would you find CONRA 
HONG KONG 


such qualities in Hong Kong? For reservations call (852) 521 3838 or fax (852) 521 3888 


MILTON HOTELS 





EN ARTS & SOCIETY mmm 


The study of what clothing people wore in the past 
might seem a trivial pursuit until one considers how 
far we have come from the days of the fig leaf. In 
fact, it might be said that cultures are what they 


wear. This Books Special begins with an 


examination of the costume of Japan, China, India 
and Mongolia, as well as the textiles of Bali. Thence 


Kimono: Fashioning Culture 

by Liza Crihfield Dalby. Yale 
University Press, New Haven and 
London. LIS$30. £25. 


Liza Dalby has written an im- 
pressive and beautifully produced 
book about kimono, mainly in the 
20th century but with some exten- 
sive historical chapters. Kimono is 
the first comprehensive study by an 
anthropologist of a hitherto much- 
neglected area of Japanese costume 
and fashion and, in particular, of the 
relation between "Western" and 
"Japanese" clothes. In this respect, 
it is almost certain to become a 
standard reference for scholars in- 
terested in fashion history and 
popular culture, though not neces- 
sarily for less specialised readers. 

Kimono's 370 pages contain de- 
tailed descriptions of numerous 
forms and variations of Japanese 
dress and it is this descriptive, at times 
prescriptive, emphasis on detail that is 
likely to put off the general reader. Still, 
the handsome vignettes and the colour 
samples — including Japanese and 
Western fashion plates and illustra- 
Hons — make reading the book a 
pleasant experience. 

Precisely because it contains 
such a wealth of detail and de- 
scription, the structure of Kimono 
is difficult to summarise. Instead, 
we will consider some of the as- 
sumptions underpinning this work. 

Dalby purports to present a 
structuralist analysis of kimono, on 
the assumption that kimono is in 
itself a closed system of binary oppositions 
and hierarchical relations. Our main cri- 
tique has to do with this theoretical per- 
spective that was so fashionable 20 years 
ago. 

The reader is presented with beautiful 
objects taken out of their social context, and 
is given a guided tour of an exquisite cul- 
tural wardrobe of Japanese clothing as 
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Stylised kimono: age and seasons matter. 


though it existed, like a museum, in its own 
terms beyond the “lived experience of 
kimono.” Rather than isolate Japanese and 
Western dress as two separate systems 
with their own codes, the author might 
have focused on how the two have co- 
existed in Japanese women’s lives and 
chests of drawers since the end of the 19th 
century. Such a study could criticise the 
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to Korea and its quickly disappearing traditional 
culture, the Mongolian plains and an account of the 
journeys of a 19th-century photographer in China. 
The section concludes with a Chinese painter- 
physician from the Ming dynasty, the temples of 
Angkor Wat, Japanese woodblock prints, monuments 
of the Indian Subcontinent and the art of Indonesia. 


Dressing Up Japan 





notion of kimono as a form of “in- 
vented tradition” (at which the 
Japanese have over the decades 
been so adept) and present a to- 
date unrecorded history and/or an- 
thropology of dress. 

In this respect, the book does not 
examine the social processes that 
have turned the wearing of kimono 
into a rigid set of rules determined 
by age, season and formality. Dalby 
does not ask w hy these rules are 
sometimes broken, nor how 
changes have occurred and conti- 
nue to occur. Instead, she presents 
a formalistic analysis of how West- 
ern clothes were introduced to Ja- 
pan, stating that wafuku (Japanese 
clothing) is only defined in relation 
to yofuku (Western clothing). Fine, 
but there is little evidence of how 
this came about. 

There are examples in the book 
— like the 1870s man's white frock 

coat tailored according to current 
Western fashion in front, but with a 
kimono-style family crest embroidered 
on the back — that point to an early 
indiscriminate mixture of Western 
and Japanese elements of dress. The 
transformation of kimono from 
fashion into tradition as a frozen 
system appears to have started 
only in the 1890s — when a 
number of other "traditions" 
were being invented by politi- 
cians and intellectuals concerned 
with creating Japan's modern na- 
tion state. This is an important 
theme not taken up in Kimono, 
though descriptive material for such 

à discussion is there. 

In her presentation of how kimono 
came to be associated with women, and 
thus women with Japaneseness, Dalby 
glosses over the fact that Japanese men's 
eager adaptation of Western clothes in the 
second half of the 19th century was linked 
to such momentous ideas as civilisation, 
development and militarism. In other 
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words, Meiji-period debates about clothing 
dealt with more than decency and aesthet- 
ics. They mapped notions of modernisation 
and culture, foreignness and Japaneseness, 
and masculinity and femininity in complex 
and contradictory ways. 

As a result, women found themselves 
in an uneasy position vis-à-vis modernisa- 
tion. For example, while men were encour- 
aged to abolish their feudal hairstyles and 
cut their hair short in order to participate 
in the building of a new nation, women 
who did the same were ridiculed and 
sometimes even prosecuted. 

There is another aspect of the woman- 
Japaneseness argument that is disturbing 
to those who are seeking to overcome the 
"Japan-as-different" syndrome. One fea- 
ture of Orientalist writing in general is that 
so-called Oriental cultures are "feminine"; 
another is that Oriental women are some- 
how “mysterious,” "exotic" and differently 
“sensual.” By sticking strictly to kimono- 
as-system rather than discussing kimono 
as they have been "lived" by Japanese 
women, Kimono ends up promoting the 
idea that Japanese women and kimono are, 
like geisha, little more than exotic objects 
of a Japanese as well as foreign gaze. 

a Lise Skov and Brian Moeran 


Lise Skov is a cultural sociologist. Brian Moeran 
is an anthropologist specialising in Japanese 
advertising and media. Both work at the Uni- 
versity of Hong Kong. 


MONGOLIA 


Genghis Garb 


Mongol Costumes by Henny Harald 
Hansen. Edited by Ida Nicolaisen. 
Thames and Hudson, London. £28. 


The Mongols conquered a great part of 
the known world in the 13th century, 
coming into contact with four great civi- 
lisations — Europe, Islam, India (via 
Tibet) and China. But because they 
turned their attention eastward after this 
great period of expansion, they drew 
their cultural inspiration from China and 
Tibet, rather than Europe and the Mid- 
dle East. 

This is evident in Mongol costume, 
the subject of a 1950 book by Danish 
scholar Henny Harald Hansen that has 
been reissued under the auspices of the 
Carlsberg Foundation with a new selec- 
tion of excellent photographs and addi- 
tional text. 

The collection that forms the basis for 
the book, now in the National Museum 
of Denmark in Copenhagen, was assem- 
bled by the Danish explorer, Henning 
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CHINA 


Dragon Rags 


Chinese Clothing: An Illustrated Guide 
by Valery M. Garrett. Oxford University 
Press, Hong Kong. HK$295. 


Valery Garrett has taken on a vast sub- 
ject in Chinese Clothing: An Illustrated Guide, 
but has managed to deal authoritatively 
with this complex material only in limited 
areas. To her credit, Garrett has attempted 
to discuss the full range of geographical 
types and social classes represented in 
Chinese costume within the last 150 years, 
the period from which the majority of 
visual documentation (photographs and 
genre paintings) and actual clothing exam- 
ples survive. Garrett considers, for exam- 
ple, the cotton, hemp and straw garments 





Mongolian riding boots made of leather. 


Haslund-Christensen, on two expedi- 
tions to Mongolia in 1936-37 and 1938- 
39. The collection testifies to a century- 
old tradition of Danish scholarly interest 
in pastoral nomads in Central Asia, 
Southwest Asia and North Africa. 

In Mongol Costumes, the author di- 
vides the collection into three sections — 
body-garments, hats and footwear — 
and provides, in separate sections, tech- 
nical descriptions and analyses of the 
objects. This awkward format makes it 
difficult to learn about the stylistic ori- 
gins of a garment without much page- 
turning. 

But no matter. The Mongols, who 
practised little or no weaving, borrowed 
fine brocades, embroidered satins, dam- 
asks and kesi tapestry weaves from the 
Chinese, and such stylistic ideas as the 
horseshoe cuff, introduced by the Man- 
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of farmers and coolies, as well as the 
elaborate silk ensembles of the imperial 
court that are usually the sole focus of 
Chinese-costume studies. A real contribu- 
tion has been made in Garrett's chapters 
on stylistic evolutions in clothing in China 
from 1912 to the present, for this is a time 
period generally ignored by textile scho- 
lars. 

A general criticism of the publication is 
the overall poor quality of the black-and- 
white photographs. This is a severe failing 
in a book which must base its discussion 
on visual material. The quality of colour 
photographs is much better, especially of 
the pieces in Garrett's own collection. The 
haphazard captions for illustrations, often 
leaving out crucial information such as 
date and location, are annoying, and sur- 
prising for such a prestigious publisher. 

Garrett's book necessarily suffers in 
comparison with other publications which 
have a narrower focus. Two that are stand- 
ards in the field are Schuyler Cammann's 
China's Dragon Robes (1952) and Verity 
Wilson's Chinese Dress (1986). 

The complex interchange between na- 
tive Chinese traditions and successive 
waves of foreign influence from the Han 
(206 BC-AD 220) to Mongol (1279-1368) 
periods, which was reflected in the cut and 
decoration of court attire, is ably conveyed 
by Cammann, who cites numerous literary 
references. Garrett fails to use any of the 
extensive archaeological data on costumes 


chus. The Tibetan influence is evident in 
religious garments; from the late 16th 
century, the Mongols took up the prac- 
tice of Tibetan Lamaist Buddhism and 
adopted Tibetan costumes, most of 
which were cut from Chinese silk. 

Ominous shaman costumes that give 
the wearer the appearance of deer, bears 
or birds reflect a pre-Buddhist influence, 
and are consistent with garb worn by 
shamans in Siberia. "Civil" costumes for 
men and women are similar in shape 
and cut, consisting of a caftan closing on 
the right worn with a sash around the 
waist. Also of probable Chinese origin 
are the wrestling costumes worn during 
the Obo festival in spring, made up of a 
short-sleeved jacket, oversize trousers, 
embroidered leggings and a loincloth. 

To top it off, there is a remarkable 
range of lama's helmets, children's hats, 
skullcaps decorated with metal skulls 
and a shaman's helmet decorated with 
flags in the manner of a general's regalia 
from the Chinese opera, perfect for strut- 
ting across the vast stage of history. 

m Don Cohn 


Don Cohn is the editor of the Review's books 
section, based in Hong Kong. 
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from tomb finds now avail- 
able (which Cammann, of 
course, did not have access 
to in 1952) and ignores the 
opportunity to give a 
meaningful overview of 
pre-Ming clothing. In 
Garrett's Ming chapters, 
the discussion of dragon 
robes and other official at- 
tire is poorly illustrated 
and lacking in documenta- 
tion. 

Since the Ming dynasty 
was consciously nationalis- 
tic, a knowledge of the offi- 
cial costumes of this period is crucial to 
our understanding of native Chinese tradi- 
tions. The Board of Rites in the early Ming 
period stressed a return to the "pure" cus- 
toms of the Han and Tang (618-908) dy- 
nasties and the purging of foreign influ- 
ences. Recent archaeological data from 
Central Asia and China proper, however, 
suggests the wealth of costume types (at 
least among the ruling classes) 
from Han through Ming peri- 
ods and the rich interrelations 
between the Chinese court and 
diverse groups across inner 
Asia. All of these factors influ- 
enced the tailoring and decora- 
tion of clothing in the Ming and 
Qing periods, particularly in the 
use of dragon motifs and the 
symbolism of the cloud collar. 
Very little of this fascinating his- 
tory is considered by Garrett. 

While Chinese Clothing is 
more reliable in the chapters on 
the Qing dynasty (1644-1911), 
Garrett gives somewhat dated 
discussions on the forms of offi- 
cial (Manchu) costume. Veri 
Wilson, working within the lim- 
ited scope of the Victoria and 
Albert Museum's Chinese cos- 
tume holdings in her Chinese 
Dress, does a more creditable 
job of exploring the complexity of late Qing 
clothing for the upper classes. Wilson, for 
instance, discounts the "animal-skin origin 
theory" for the cut of Manchu robes and 
gives sound scholarly arguments for a 
more complicated relationship between 
Mongol, Manchu and native Chinese gar- 
ment structures. Garrett ignores Wilson's 
work and perpetuates the "animal skin" 
idea. 

Garrett, however, gives a good account 
of clothing changes after the fall of the 
Qing dynasty in 1911 and provides inter- 
esting chapters on military costume, dress 
for weddings and funeral and children's 
wear in the 19th and 20th centuries, with 
limited attention paid to earlier periods. 
Fine end-paper maps, a glossary and in- 
dex are helpful, but the bibliography is 
highly limited, failing to even cite 
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~ þ Wilson's publication. 
A Chinese Clothing also 
|^ | attempts to give an 
| overview of "minority 
dress." Poorly illustra- 
ted by a few murky 
photographs, the au- 
thor skims shakily over 
a large assortment of 
ethnic groups who now 
find themselves in the 
powerful embrace of 
China but whose lin- 
guistic and racial (and 
textile) origins are quite 
’ separate. What remains 
of native costume traditions after decades 
(in some cases, centuries) of official sup- 
pression and derision by Chinese authori- 
ties is pathetically trotted out for show in 
the China Tourism magazine photographs 
included here. m Valrae Reynolds 
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Valrae Reynolds is the Curator of Asian Col- 
lections, Newark Museum, New Jersey. 





Embroidered North Indian chogha (jacket) with wool-patch insets. 


INDIA 


Hindu Threads 








Indian Costumes in the Collection of the 
Calico Museum of Textiles by B. N. 
Goswamy in association with Kalyan 
Krishna. Calico Museum of Textiles, 
Ahmedabad, India. Rs 1,250. 


The Indian climate is unkind to old 
clothes. Thus evidence for the history of 
what people wore in ancient India must be 
drawn from literary sources, stone carvings 
and Indian miniatures that provide accu- 
rate and intimate views of society. 

The Calico Museum of Textiles, occu- 
pying two mansions in an oasis-like gar- 
den in the sprawling industrial city of 
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Ahmedabad, has one the finest collections 
of Indian textiles in the world, and spon- 
sors a series of scholarly publications on 
the objects in its collection. Indian Costumes 
is the latest addition to the series. 

Even a museum as magnificent as the 
Calico can only serve as a storage cabinet 
for garments. As author B. N. Goswamy, 
who teaches art history at the Punjab Uni- 
versity, writes in the introduction to this 
catalogue of sewn costumes in the mu- 
seum, “these dresses have to be seen worn 
and used for one to be able to take in their 
magic, for then alone do they begin to 
breathe a life of their own.” 

Sewn costumes — the earliest presented 
here dating from around the mid-18th cen- 
tury — are to be distinguished from off- 
the-loom ready-to-wear garments such as 
saris, dhotis, lungis and turbans, which as 
textiles may be as technically advanced and 
aesthetically satisfying as their sewn coun- 
terparts. In fact the universality of the 
dhoti, a rectangle of cotton wrapped 
around the waist, was attested to by the 
observation of an early foreign 
visitor to India who wrote: 
“They wear turbans for their 
trousers.” 

As Hindu India came under 
the sway of the Muslims and 
later the Mughals, communities 
began to distinguish them- 
selves by different forms of 
dress. Judging from paintings, 
by the time of Akbar, the great 
Mughal who ruled in the latter 
half of the 16th century, most 
Hindus fastened their coats un- 
der the left armpit, while Mus- 
lims fastened theirs under the 
right armpit. As the head of an 
ethnically diverse state, Akbar 
"was conscious . . . of the fact 
that it was socially important 
for the Hindus and the Mus- 
lims to be told at sight (since in 
many other respects it was now 
difficult to tell them apart), so 
that no awkwardness of any kind arise, no 
social faux pas are made." 

The book presents over 300 garments, 
from spectacular men's skirted robes and 
paijama trousers tailored out of silk bro- 
caded with gold thread to mirror-studded 
women's blouses, skirts and children's 
hats. The small but tantalising colour pho- 
tos of each object are accompanied by a 
close-up of the material used. There are 
also over 100 pages of patterns and techni- 
cal notes. Some life is breathed into the gar- 
ments by black-and-white reproductions of 
early miniature paintings, which show 
folds and pleats and see-through veils and 
bodices in the context of countryside, court, 
boudoir and seraglio. m Don Cohn 
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Don Cohn is the editor of the Review's books 
section, based in Hong Kong. 
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INDONESIA 


Cloths of 
Meaning 


Textiles in Bali hy Brigitta Hauser- 
Schüublin, Marie-Louise Nabholz-Kartaschoff 
and Urs Ramseyer. Periplus Editions, 
Berkeley and Singapore. US$39.95. 


Traditional textiles are one of the most 
important art forms in Southeast Asia. 
They can bewitch and ravish the senses 
through their beauty, and excite the intel- 
lect by the richness of meaning they con- 
tain. Traditional textiles are seldom mere 
decorative accoutrements; 
they reflect systems of social 
organisation as well as pro- 
found philosophical and spir- 
itual beliefs. 

Though there is growing 
interest in this field and ac- 
tive collecting by foreign mu- 
seums and collectors, South- 
east Asian textiles are still 
comparatively little known 
and poorly understood. 

Several factors account for 
this: textiles are perishable 
and, given local climatic con- 
ditions, early examples are rare; many an- 
cient textile traditions have deteriorated or 
vanished entirely; and the coded meanings 
textiles contain are often shrouded in ritual 
secrecy. 

Textiles in Bali, which focuses exclu- 
sively on Balinese textile culture is, there- 
fore, a welcome contribution to the subject. 
The cloths that are illustrated belong to the 
Basel Museum of Ethnography, where the 
three authors are, or have been, based. The 
book gives an excellent overview of the 
rich variety of textiles in Bali — fragile 
gold-leaf cloths, cloths with expressionistic 
verve, others with quiet subtlety, and the 
fabled geringsing that have achieved near- 
mythic status amongst textile enthusiasts. 
Scholars will also be pleased with the in- 
clusion of plain and unassuming cloths, 
which nevertheless have ritual significance. 

The authors’ scholastic credentials can- 
not be faulted, and their emphasis on the 

social and semiotic” leads to the explora- 
tion of historical influences, techniques of 
production and, especially, ritual use 
among the Balinese — why certain cloths 
possess spiritual purity and are accorded 
sacred status, and how textiles mediate, 
and maintain a balance, between the tem- 
poral, natural and spiritual worlds. 

The attempt to incorporate such a range 
of information presents some difficulties: 
Ancient creation legends sit uneasily with 
detailed descriptions of the economics of 
contemporary production methods, for ex- 
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ample. The text is not a smooth read, and 
in places lacks vigorous argument. 

The documentary photographs capture 
the splendour and pageantry, physical ex- 
citement, or quiet dignity of various Bali- 
nese ceremonies: A line of celebrants snakes 
its way through green countryside; a sol- 
emn purification ceremony is enacted by 
the sea; an old woman is seemingly trans- 
formed by her ceremonial attire, the casket 
she bears, wrapped in sacred cloth, evok- 
ing the weight of ancient belief. The photo- 
graphs are recent, possibly due to concerns 
about being "culturally correct" and "au- 
thentic" when interpreting material culture 
from a different land. One drawback of this 
approach is that many of the cloths shown 
are new and inferior to the earlier museum 
examples. Of greater concern is the use of 
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Bali textile ~ a eee from 
above) poleng cloth, with black and 
white squares; perada; andek. 


informative but unattractive photographs 
of contemporary textile production that 
sometimes detract from the beautiful ob- 
jects they are directly juxtaposed against. 
Visual aesthetics are important. One of 
the frustrating things about this book is the 
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fact that some of the most important pieces 
are not reproduced in their entirety. If a 
textile is to be "read" for its coded mean- 
ing, then surely the whole cloth must be 
read. 

A statement by two of the authors — 
that they have deliberately eschewed aes- 
thetics as "this would inevitably involve 
alien, non-Balinese criteria” — deserves 
comment. Does it suggest that a Westerner 
cannot appreciate Khmer sculpture and 
that Southeast Asians cannot appreciate 
Western art? Surely, any art form has ele- 
ments of universality as well as parochial 
readings, and can be appreciated accord- 
ing to both local and foreign aesthetic sen- 
sibilities. Connoisseurship and scholarship 
are not incompatible. 

Reservations aside, books like Textiles 
in Bali are important, not 
only for international scholar- 
ship, but for new generations 
of Southeast Asians who of- 
ten know little about this 
aspect of their cultural herit- 
age — a situation exacer- 
bated, if not directly caused, 
by the appalling state of 
museology in Southeast Asia. 

m Sim Tan 


Sim Tan is an expert on South- 
east Asian art based in Kuala 
Lumpur. 





KOREA 


Lost Arts 


Korean Culture: Legacies and Lore by Lee 
Kyong-hee. The Korea Herald, Seoul. US$30. 
Won 25,000. 


Given the insistence with which Kore- 
ans trumpet their claim to a unique 5,000- 
year-old culture, it is striking that the coun- 
try makes so little effort to preserve what is 
left of its past. Squeezed between China 
and Japan, Korea’s cultural heritage is all 
too often forgotten by foreigners and Kore- 
ans alike. 

This delightful book goes some of the 
way towards filling this gap. Based on 
nearly 50 columns originally published in 
the Korea Herald, and illustrated with hand- 
some photographs, free-lance journalist 
Lee Kyong-hee’s anthology sketches a van- 
ishing Korea. Korean Culture: Legacies and 
Lore makes no scholarly pretense, and the 
format makes it easy to dip into. Clearly 
designed for armchair travellers, it is a 
guide to some of the more unusual people 
and places in South Korea. 

Lee's profiles run from a Buddhist nun 
who makes traditional mulberry paper (in- 
troduced to Korea from China, and to Ja- 
pan from Korea) to a distiller of soju rice 
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liquor. Although this book is almost un- 
failingly positive in tone, it casually reveals 
much about Korea. 

From the nun, for example, we learn 
that paper making, was one of several in- 
dustries that suffered from the heavy hand 
of the government: in the early 19th cen- 
tury, paper making died out because the 
anti-Buddhist Chosun dynasty (1392-1910) 
demanded increasing tribute taxes from 
paper makers. 

From the soju maker comes a contem- 
porary illustration of the lengths to which 
the government meddles in everyday com- 
merce: not until 1992, when Korea's moun- 
tain of surplus rice became unwieldy, was 
Cho Ok-hwa allowed to use rice, rather 
than barley, to brew her liquor. 

Korean Culture is informative as well as 
poignant. Indeed, some of the 
craftsmen Lee profiles, such as an 
elderly cotton spinner and weaver, 
and a pyrographer — who burns 
artistic designs onto bamboo — are 
the last living practitioners of their 
craft. Lee's book is unfailingly 
upbeat even as she chronicles a 
way of life that is dving. Her sub- 
jects all sound pleased with their 
lot in life, even when circum- 
stances do not warrant it. 

m Mark Clifford 


Mark Clifford, the Review's industry 
correspondent, lived in South Korea 
for five years. 


CHINA 


Magic Eye 


Thomson's China: Travels and 
Adventures of a Nineteenth Century 
Photographer by John Thomson with an 
introduction and new illustration selection 
by Judith Balmer. Oxford University 
Press, Hong Kong. HK$185. 


Explorer John Thomson found himself in 
a land which was magical and enchant- 
ing — but frequently deadly. In one 
town, pockets of poisonous air lay hid- 
den in the ground. Construction work- 
ers would lay bare the granite bedrock, 
and then "from the exposed spots nox- 
ious miasmas were exhaled." In another 
district, there were riots after missionar- 
ies allegedly distributed "proselytising 
pills." Pop a few, and you find yourself 
compelled to change religion. 

This bizarre place was the Far East of 
the 1860s. Thomson was a Scottish trail- 
blazer who managed to document life in 
China and the region through the newly 
invented form of magic known as photo- 


MONGOLIA 


Plain Ways 


The Changing World of Mongolia's Nomads 
by Melvyn C. Goldstein and Cynthia M. 
Beall. LIniversity of California Press, 
Berkeley. US$20. 


It's dinner time. On the table are freshly 
boiled sheep lungs, heart, stomach and in- 
testines. But diners await the piece de resist- 
ance: lumps of solid fat. Haute cuisine, Mon- 
golian style, is not everyone's cup of tea. 

Neither is a Mongolian cup of tea. You 
hammer flakes off a "tea-brick" into eight 
litres of water, add one litre of yak-milk, 
and add butter and salt to taste. The au- 

















graphy. His notebook filled in the gaps 


between the p phs. He even cap- 
tured some of the pidgin English 

of the day: “Tsing! Tsing! Too much long 
tim my no hab see you!" 

Thomson's China is an attractively 
bound re-issue of a selection of his writ- 
ings, together with a selection of engrav- 
ings and photographs. A scholarly essay 
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thors of this book lived in a Mongolian 
yurt, suffering temperatures well below 
freezing, to capture something of the tradi- 
tional way of life before modern history 
catches up with the nomads of Mongolia. 

The fat was surprisingly tasty. "If it 
hadn't been for our knowledge of the risks 
of high cholesterol we could have learned 
to enjoy eating the fat — although it is quite 
possible that our recollection of its tasti- 
ness is coloured by the endless sips of 
nirmalike [alcoholic yak milk] and vodka 
we consumed," say the authors. They also 
discovered that although the Mongolians 
have what seems to be an unhealthy diet, 
their cholesterol readings are not high. 

Wedged between Siberia and China, 
Mongolia is a sunny but cold land, larger 
than Western Europe, but with a popula- 
tion of only 2.1 million. The research- 
ers flew out to one of the nomadic 
| areas, Moost district, a treeless area 
of tent-towns, housing 4,000 people 
and 115,000 livestock. The book 
covers the past three years, a period 
in which the death of the commu- 
| nistic ethic led to the nomads’ collec- 
tive farming system being priva- 
tised. 

Goldstein and Beall are academ- 
ics, not travel writers. I would gladly 
| have sacrificed some of the material 
' onthe changing economic structures 
< of Mongolia for some poetic reflec- 
| tion on the simple life on the plains, 

and the answers to simple anthropo- 


by Judith Balmer places Thomson in the 
context of history. 

It was a cruel and stunning world. 
You could buy à girl baby for five Eng- 
lish pence (a day's wage in the region at 
the time), while a boy would cost £3. 
There were curious sights, such as the 
City of the Dead. This was an estate of 
charnel houses, where people lived 
alongside the dead and slept on the tops 
of coffins. He visited a leper centre, and 
saw how the inmates eked out a living. 
Groups of sufferers would descend on 
high streets, and lurk menacingly until 
horrified shopkeepers bribed them to go 
elsewhere. 

The lensman himself was equally 
frightening in some eyes: "I have seen 
unfortunates . . . fall down on bended 
knees and beseech me not to take their 
likeness or their life with the fatal lens of 
my camera." Thomson was clearly an 
adventurer in his travels, but he was also 
a pioneer in the way he captured his ma- 
terial, in words and pictures, to take 
home to amazed readers. 8 Nury Vittachi 


Nury Vittachi is a senior writer at the Review, 
based in Hong Kong. 
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logical questions (where do you go to the 
toilet if it's 50 below zero outside?). But the 
book's excellent photography — there are 
183 colour pictures — bring the bleak, 
desolate plains to life. Life there is hard, 
and it breeds tough people. The authors 
remind us that 750 years ago, the Mongo- 
lian hordes came close to conquering much 
of Europe and Asia, from the Pacific Ocean 
to Vienna. m Nury Vittachi 


Nury Vittachi is a senior writer at the Review, 
based in Hong Kong. 





CHINA 


Dr. Mountain 


Learning from Mount Hua, A Chinese 
Physician's Illustrated Travel Record and 
Painting Theory by K. M. Liscomb. 
Cambridge University Press. LIS$75. £50. 


In 1381, a middle-aged doctor from 
Jiangsu, who was also an amateur painter, 
climbed Mount Hua in Shaanxi. Excited by 
the dramatic scenery, he sketched and 
made notes during the expedition. On his 
way home to Kunshan, he wrote up his 
travel notes and produced a number of il- 
lustrative paintings in the style of the 12th- 
and 13th-century painters whom he most 
admired. 

But the doctor felt there was something 
missing; the paintings did not convey à 
true impression of the life-changing expe- 
rience which he felt he had undergone in 
climbing the Sacred Mountain of the West. 
For some time he puzzled over what to do 
about this. Then, in a moment of enlight- 
enment, he realised what his approach 
should be — not to filter his visual impres- 
sions through the traditions of mountain 
painting but to react directly to the forms 
of the particular mountain which had so 
inspired him. The result was an album of 
paintings, poems and travel narrative, 
completed in 1383, in the preface to which 
he explained: "I was taught by my heart, 
which was taught by my eyes, which were 
taught by Mount Hua." 

Kathlyn Liscomb, a historian of Chinese 
art at the University of Victoria, has stud- 
ied the paintings of this doctor-artist, Wang 
Lu, in the Beijing and Shanghai museums. 
She has produced a translation of his travel 
narrative, together with a discussion of the 
paintings themselves and of Wang's place 
in art history. Although she has not tack- 
led his poems, she conveys a vivid impres- 
sion of this interesting and unusual man. 

Wang himself comments on the baffle- 
ment induced by his personal style in con- 
temporaries who saw his paintings; 
that was why he had to explain that he 
had taken Mount Hua itself as his teacher. 
It was not until the late Ming dynasty that 
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art critics came to appreciate his originality 
and also, conversely, to perceive the 
continuity between his style and the South- 
ern Song tradition that he so admired, even 
while he rejected it as an inappropriate ve- 
hicle for his impressions of Mount Hua. 
Late Ming critics remarked that while 
Wang's contributions to medical science 
were well known, his achievements as an 
— were not. 

Wang seems such a typical late-Ming 
figure that it is hard to keep in mind that 
he was actually born during the Yuan dy- 
nasty and was already well into his 30s 
when the Ming was established; he died 
probably before the end of the 14th cen- 
tury. His lively description of his Mount 
Hua expedition — with a physician's clini- 
cal awareness of his own palpitations of 
fear and panting when crossing precarious 





Bas-relief at Angkor Wat. 


log bridges or scrambling up rocky ascents 
— has the immediacy of late-Ming essays 
and travel writing such as the diaries of Xu 
Xiake. And the proto-scientific attitude, 
which Liscomb persuasively argues can be 
perceived in his desire to observe Mount 
Hua directly, and his readiness to question 
accepted legends about the mountain, also 
foreshadow such late-Ming scientists as Li 
Shizhen and Xu Guanggi. 

Wang apparently came from a very or- 
dinary stratum of society, and for a man of 
such originality of mind he seems to have 
displayed little eccentricity of behaviour 
and to have been conservative in his artis- 
tic taste. Of course middle-class practising 
physicians, unlike wealthy literati, cannot 
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afford to indulge themselves in wilful un- 
conventionality. It was, perhaps, the fact 
that Wang's expedition to Mount Hua was 
such a rare and remarkable event for him 
and came so late in his life that left such an 
impact on him that it gave him the courage 
to find a new mode of expression for his 
experience of the mountain. 

One of the contributions of Wang Lu, 
and of Liscomb in rescuing him from art- 
historical obscurity, is to remind us that 
Chinese culture was never as uniform or 
as tradition-bound as we are sometimes led 
to believe, and that there were certain indi- 
viduals who questioned established ortho- 
doxy — or even established heterodoxy — 
and searched for their own personal artis- 
tic truth. m Alison Hardie 


Alison Hardie is a writer based in Hong Kong. 





CAMBODIA 


Wat Ruins 


Angkor: An Introduction to the 
Temples by Dawn F. Rooney. The 
Guidebook Co., Hong Kong. £11. 95. 


“Go to Angkor, my friend, to its 
ruins and to its dreams,” reads a 
1924 guide to the 310 square kilo- 
metres in northwest Cambodia 
filled with hundreds of Hindu and 
Buddhist sandstone temples that 
testify to the Khmers' glorious past. 

It's hard to imagine what hope 
Angkor still sustains at a time 
when its existence is threatened by 
shifting water tables, encroaching 
vegetation, corrosive mould and, 
most visibly, the blatant theft of the 
freestanding statues and gouged- 
out bas-reliefs that are smuggled 
abroad. So much destruction not- 
withstanding, the ruins that remain 
are nothing short of magnificent. 

Although periodic fighting be- 
tween government troops and the 
Khmer Rouge scares away tourists, 
the temples themselves have never come 
under attack. In fact, the best time to visit 
Angkor is when there is an upsurge in 
fighting: the tourists stay home, hotels of- 
fer dirt cheap rates and you will be able to 
approach the towers of Angkor Wat like 
the 19th-century traveller who, riding on 
the back of an elephant, recorded: 

"On suddenly emerging from the 
woods, we saw a little way off to the right, 
across a pond filled with lotus plants, a 
long row of columned galleries, and be- 
yond . . . three or four immense pagodas, 
built of a dark graystone, and my heart 
almost bounded into my mouth as the 
Cambodian driver, turning towards [us], 
said ... 'Naghon Wat,’ for we were then at 
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the very portals...” 

Dawn Rooney has written what is prob- 
ably the most thorough guide to Angkor 
ever published — 240 pages of everything 
anyone would ever want to know. 

But the scholarly focus results in the 
author overlooking such obvious features 
as suggestions about what to concentrate 
on or avoid. Glaringly, there is no mention 
of the landmines that threaten whoever 
ventures off the well-beaten paths, nor of 
the need to ask about the security situation 
before travelling to far-flung monuments. 

Only halfway through the book does 
the reader discover that the Banteay Serei 
temple, or "Citadel of the Woman" — re- 
markable for its intricate carvings in pink 
sandstone — is "nearly everyone's favour- 
ite." The author does not mention that the 
abysmal 25-kilometre road to the site is oc- 
casionally cut off, but can be travelled by 
motorcycle-taxi if security is good. 

Nor does Rooney explain why half of 
Angkor is light brown and the other half 
dark gray. This is due to the controversial 
chemical washing of the stone carried out 
by the Indian Government but temporarily 
halted while scholars debate its merit. 

While Rooney’s guide may remove 
some of the mystery of exploring the 
monuments on your own, the wealth of 
factual information is bound to satisfy 
. Scholars, art lovers, Cambodia-philes and 

methodical planners. = Sheri Prasso 


Sheri Prasso, a journalist in Cambodia from 
1991-94, has visited Angkor many times. 


SOUTH ASIA 


All About Ivory Towers 


Great Monuments of India, Bhutan, Nepal, 
Pakistan and Shri Lanka by Shobita Punja. 
The Guidebook Company, Hong Kong. 
£19.95. 


Handsome colour photographs, diligent 
research and thoughtful design have 
gone into the making of Shobita Punja's 
new guide. It is also important that the 
book has been given the title, Great 
Monuments, rather than The Great Monu- 
ments, because its contents are quite 
selective. In assembling the guide, Punja 
explains, “it was a question of deciding 
whether to cover a number of 
places and limit each description to a 
sketch, or to select a few favourite build- 
ings and give them fuller coverage.” 
Great Monuments covers 37 sites in In- 
dia 


plutand Paro in Bhutan; the Karfsandu 





In the Katsukawa tradition. 


JAPAN 


Kabuki Pix 


The Actor's Image: Print Makers of the 
Katsukawa School hy Timothy T. Clark and 
Osamu Ueda with Donald Jenkins. Edited by 
Naomi Noble Richard. The Art Institute of 
Chicago in association with Princeton 
University Press. LIS$125. 














In a circa-1780 illustration by Japanese 
artist Katsukawa Shunsho, five house- 
maids huddle over a theatre playbill. The 
calligraphic caption relays a conversation 
in which a maid rebuffs three invitations 
for leisurely day trips. She declines each 
offer, saying: "I prefer the 


Valley of Nepal; Texila, 
Mo and Lahore 
in Pakistan; and Anura- 
dhapura, Polonnaruwa 
and Sigiriya in Shri 
Lanka. A history and 
walking tour are pro- 
vided for each place and 
most have maps. 

Each of the site de- 
scriptions is followed by two sections: 
"What's in the Neighbourhood" and 
"How to Get There." Thus in her chapter 
on the brick and terracotta temples in 
Vishnupur, West Bengal, what Punja rec- 
ommends as being of interest in the 

i hood is no other place than the 
city of Calcutta, 130 kilometres to the 
southeast. 

As for advice on how to get to Vish- 
nupur, Punja unblinkingly advises her 
readers that it is an eight-hour train 
journey from Calcutta and that there is 
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theatre.” That, another maid con- 
cludes, “is what you call liking 
something better than food.” 

Exaggerated, to be sure, but nev- 
ertheless indicative of the popular- 
ity of Kabuki theatre in 18th-century 
Edo (Tokyo). So celebrated was Ka- 
buki's combination of music and 
drama that Edo's theatre district ri- 
valled the city's red-light district as 
a pleasure centre. They were both 
integral to the "floating world," a 
hedonistic way of life which, writes 
Donald Jenkins, a curator at the Or- 
egon Art Institute, "idealised fash- 
ion, chic and urbanity." 

As a sub-culture initially sup- 
ported by merchants and trades- 
men rather than court officials, the floating 
world was an affront to Confucian puri- 
tanism. But it could not be suppressed. As 
Japanese scholar Osamu Ueda puts it: "In 
theory, Edo-period society was rigid and 
unalterably stratified, and within this theo- 
retical hierarchy Kabuki actors were a de- 
spised lot, classified as hinin (non persons) 
and referred to as kawaramono (riverbed va- 
grants). The reality was otherwise: like con- 
temporary music and movie stars, the stars 
of Kabuki were idolised and gossiped 
about, their dress and manner sedulously 
imitated, pictures of them avidly col- 
lected.” 

In large measure, these pictures — 
woodblock prints —were cranked out to 
please fans. As art, they ranked about as 
high as contemporary movie 


also a “motorable” road. 
Her use of the word 
“motorable” to describe 
one of the most hide- 
ously rutted roads in all 
of India reflects Punja's 
general disposition to 
view travel in the Sub- 
continent with rose-col- 
oured 

An art historian and 
author of a guide to the 
museums of India, Punja 
has filled this book with 
numerous facts and back- 


ground information about some of the 
most magnificent and interesting places 
in the world. People planning to visit 
these sites will surely find her informa- 
tion useful. But she would have been 
well-advised to limit herself to her pet 
monuments, to present her book as a 
“companion guide,” and to leave the 
travel details to the professionals. 

m Eleanor Schwartz 


Eleanor Schwartz is a writer based in New 
York. 
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posters do today. That these ukiyo-e, or pic- 
tures of the floating world, are now treas- 
ured works of art may be that culture's ul- 
 timate vindication. 

Featuring 880 ukiyo-e prints, from the 
Art Institute of Chicago, The Actor's Image 
can be considered a playbill of late 18th- 
century Kabuki. Readers will learn as 
much about the actors and the theatre 
world as about the actual craft. The au- 
-thors have chosen Kabuki because it was a 
"dominant genre. Jenkins says that depic- 
tions of Kabuki actors account for 
one third to one half of all prints 
published during the Edo period 
(1615-1868). They have chosen to 
focus on the work of Katsukawa 
Shunsho (1726-92) and his stu- 
dents because of their realistic por- 
trayals of the actors and their 
world. 

Characterised by restraint, 
Shunsho's style contradicts the 
bombast and caricature of the 
world he depicted. He was among 
the first artists to render Kabuki 
stars as real people with their own 
personalities. 

The Actor's Image is exhaus- 
tively researched and enticingly 
packaged. At US$125, this 503- 
page volume may seem a priority 
buy for those already versed in 
Japanese prints. But non-specialists who 
want to purchase a ticket to the floating 
world will also be rewarded. 

u Jonathan Karp 


Jonathan Karp is the Review's media corres- 
pondent, based in Hong Kong. 





INDONESIA 


About-Face 


Soul, Spirit and Mountain: Preoccupations 
of Contemporary Indonesian Painters by 
Astri Wright. Oxford University Press, 
Kuala Lumpur. LIS$105. 


The contemporary art of Indonesia is 
impressive, varied and deeply felt. Four 
decades after Indonesian independence, art 
in that country has developed from a few 
drawings by amateurs and roving battle- 
field reporters into a complex achievement. 
Some artists pursue traditional motifs and 
sensibilities, others strike out for new ter- 
rain. But among the plethora of decorative, 
conformist and merely competent works 
by Indonesians, many respond magni- 
ficently to the challenges development 
poses for this young country of ancient 
cultures. 

How would we know? Who has seen 
work by Affandi, heard of Hendra Guna- 
wan or understands the originality of 
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Mochtar Apin's Intertwined, 1987. 





Affandi's Self-portrait with Pipe, 1977, oil on canvas. 


Sudjojono? And why is modern Yogya- 
karta fascinated by Surrealism? Until 1990, 
no substantial work on modern Indonesian 
art had been published in English for over 
20 years. And neither Indonesian nor West- 
ern audiences trusted the value of modern 
Indonesian art, preferring the comforting 
heritage of textiles, the wayang puppet thea- 
tre and the temples of Bali. 

This sorely-needed book will shift many 
prejudices. Ástri Wright's Soul, Sprit, and 
Mountain is essential for anyone interested 
in modern Indonesian culture. It is thor- 
oughly researched, copiously illustrated 
and elegantly structured. 

In 1993, this reviewer spent several 
months tramping around Java in Wright's 
footsteps, meeting artists and discovering 
how little knowledge about modern art is 
in the public domain. Few Indonesians 
take it seriously, preferring popular and 
folk art; the infant art museums run coun- 
ter to traditions attributing power to arte- 
facts but are mostly unconcerned about 
their decay; and artists in Indonesia com- 
plain endlessly about the need for compe- 
tent art critics. 

In 1988, Wright plunged into publish- 
ing in the English-language press in Indo- 
nesia, putting her early interpretations on 
trial. She is one of a new breed of art histo- 
rians, well-versed in the Indonesian lan- 
guage, alive to cultural differences, and 
willing to acknowledge the effects the his- 
torian has on her subject. 

In Soul, Spirit and Mountain, Wright 
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deals with Indonesian modern art on its 
own terms. She is intimately informed by 
personal contact with the artists, who come 
alive in her punchy, astute interviews. Yet, 
she also places their works in the context 
of the archipelago's history, analysing 
modern social developments and the post- 
modern era's complex global culture. This 
means seeing foreign pictures with fresh 
eyes. The fecundity of Widayat's village 
scenes suddenly makes sense, no longer 
"cluttered" or "decorative," but spilling 
over with bountiful nature in har- 
mony with humankind. And 
Agus Ismoeyo and Nia Fliam's 
batik paintings, based on tradi- 
tional Javanese spiritual beliefs, 
suggest that this hybrid art must 
be revalued. 

Wright's key metaphor is the 
ancient Indonesian image of the 
mountain, the spiritual legacy of 
Indonesian culture. Wright argues 
that the mountain has become 
secularised in the form of a social 
structure more familiar in the 
West, with the mass of the power- 
less at its base and the powerful 
few sitting at the apex. The meta- 
phor is strained, yet in writing 
about artists like Sudjana Kerton, 
Djoko Pekik and Moelyono, and 
their affiliation with the lives of the 
orang kecil (ordinary folk), Wright is per- 
suasive. 

Starting with a passage by the novelist 
Pramoedya Ananta Toer, Wright’ s account 
of Indonesian cultural innovations recog- 
nises that new art forms imply new social 
functions. This is clear in the case of the 
few important women painters: Kartika 
Affandi, Faridah Srihardi, Nunung W. 5. 
and Lucia Hartini. In particular, Kartika's 
self-portraits are remarkable accounts of 
the modern Indonesian personality, and 
are unusually frank about sex. 

When Wright flags, her writing recalls 
the dreary repetitiveness of conventional 
art history. Yet her persistence in treating 
one artist after another forms the basis of 
more complex judgments, an invaluable 
record of contemporary attitudes con- 
structed out of recent theoretical develop- 
ments. (Her comparison of early 20th-cen- 
tury Indonesian artistic borrowings with 
the colonial Dutch rijsttafel is brilliant.) 

Wright comments that vounger Indo- 
nesian artists are better informed about 
current international art than their older 
colleagues, yet less dependent on it. But 
Wright herself is part of a new group of art 
historians and curators working on con- 
temporary Asian cultures. Her investiga- 
tion into Indonesian modern art is born of 
a new era in cross-cultural understanding. 
It is a magnificent gift. w Julie Ewington 


Julie Ewington is Curator, Museum Education, 
Museum of Contemporary Art, Sydney. 
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PROPERTY 


A web of land-use laws is paralysing the redevelopment 
of prime real estate in India's major cities. Space remains 


scarce and rents are soaring. 


By Hamish McDonald in Bombay 
and New Delhi 


othing seemed amiss as the two 
men in cricket whites manoeuvred 
their motorbike alongside textile 
magnate Sunit Khatau's chauffeur-driven 
Mercedes-Benz on May 7. The car sat wait- 
ing for a traffic light to change outside In- 
dia's most prestigious cricket club in Bom- 
bay. Then the men drew automatic pistols 
and opened up on Khatau, killing him in- 
stantly. 

In India's biggest and busiest city, life 
often imitates the luridness of its chief art 
form — violent and steamy movies. In this 
case, Khatau's murder signalled a real- 
estate deal gone terribly wrong. And this 
particular deal was supposed to be the start 
of an extensive redevelopment wave to cre- 
ate badly needed office and housing space 
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in Bombay's inner city. 

The cold-blooded murder and the cir- 
cumstances surrounding it have caused the 
Maharashtra state government to freeze its 
plans to release prime property to deve- 
lopers. As a result, foreign companies now 
flooding into Bombay will continue to be 
shocked at a tight property market that is 
seeing rental prices rise towards levels typi- 
cal of Tokyo, New York and Hong Kong. 
A similar situation prevails in New Delhi. 
It's an unexpected, high-priced entry ticket 
to a country that crows about its low-cost 
environment. 

The soaring prices — and the Khatau 
murder — are rooted in a web of tax laws 
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Squatters' Rights 


and land-use regulations that make it diffi- 
cult for property owners to convert their 
land for new uses. As a result, owners are 
turning to creative — and sometimes extra- 
legal — ways to get around the bureau- 
cracy and reap the windfall of a property 
sale. 

Deals that do go through are often 
shrouded in fraudulent paperwork de- 
signed to minimise tax, especially the 30% 
capital-gains levy for long-term assets of 
companies. In fact, one of the first, ugly 
choices facing the foreign representative 
assigned to India is whether to go along 
with “black,” or under-the-table, transac- 
tions or tell his head office that rent for 
office and staff housing will be double 
what they expected. 

The Khatau case perhaps represents the 
darkest side of illicit property deals. The 
tycoon sought to sell the land under his 
family' s Khatau Makanji Spinning & 
Weaving Co.; the factory was one of nearly 
100 cotton mills built during a boom that 
lasted from the 1870s until World War I. Its 
sheds now are full of antiquated machines 
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that are still operating, although not at a 
profit. But the 4.9 hectares of land they oc- 
cupy in the inner city neighbourhood of 
Byculla is worth a small fortune estimated 
at around Rs 2 billion (US$63 million). 

Khatau wanted the money, not the land. 
To sell it, he had to meet the requirements 
of a 1991 law passed by the Maharashtra 
state government that allows loss-making 
enterprises to unload their land so long as 
the funds from the sale are used to set up a 
new plant to employ the workers or find 
them other work. 

The measure modifies the Urban Land 
Ceiling and Regulation Act, passed by the 
late Prime Minister Indira Gandhi in 1976 
during her emergency-rule period. Under 
that law, redevelopment of a block as small 
as 500 square metres in Bombay or New 
Delhi requires a battery of clearances from 
several levels of bureaucracy up to the cen- 
tral government. The same law covers 
plots of 1,000 and 1,500 square metres in 
other cities. 

With idle land in old industrial centres 
like Bombay, another complication sets in. 
Because of the Industrial Relations Act, also 
passed by Indira Gandhi, companies can't 
lay off surplus workers without state per- 
mission. So sites like Khatau's mill usually 
carry workers who have to be guaranteed 
a job — 4,500 in his case. 

The labour issue created a roadblock for 
Khatau. The Rashtriya Mill Mazdoor 
Sangh, a Congress Party-affiliated trade 
union that covers 100,000 textile workers, 
wouldn't go along with the sell-off of 
old mills. So Khatau hired crime boss 
Arun Gawli and his gang to persuade 
mill workers to see things Khatau's 
way. 

Although Gawli is currently in jail 
(being held under a preventive- 
detention law usually applied to ter- 
rorists), his boys went to work. When 
the textile union held its elections in 
April, the Gawli team applied strong- 
arm methods to unseat Haribhau 
Naik, the union's president of the last 
10 years. He was replaced by former 
General Secretary Shankarrao Jadhav, 
who is considered more agreeable to 
land transfers. 

Things seemed to be going well 
for Khatau. But his new allies brought 
trouble. A few weeks earlier, a Gawli 
assassin disguised in a lawyer's black 
coat and white cravat strolled into a 
Bombay law court and shot to death 
a follower of the rival Amar Naik 
gang who was on trial. Bombay po- 
lice think the Khatau murder was the 
Amar Naik gang's retaliation for the 
courtroom killing. 

But Khatau's death has implica- 
tions that stretch beyond gangland 
rub-outs. It's a deep embarrassment 
for Maharashtra Chief Minister 
Sharad Pawar, not only because it 
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exposed the criminal infiltration of a Con- 
gress-linked union, but because the textile- 
union president allegedly installed with the 
help of gangsters was a Pawar ally. In the 
aftermath, Pawar has ordered a halt to any 
further transfers of mill land. 

The move hinders other old industrial 
houses such as Tata, Godrej and Bombay 
Dyeing — all of which hold massive stocks 
of surplus urban land — from tapping their 
holdings for much-needed capital. Each 
could use the proceeds to upgrade their 
manufacturing activities. For example, 
Bombay Dyeing, which is strong in cotton- 


Office buildings: bureaucracy in the way. 
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textile manufacturing, recently teamed 
with French conglomerate Danone Groupe 
to move into food processing in India and 
other Asian countries. 

The central government, meanwhile, is 
debating whether to keep the Urban Land 
Ceiling Act on its books, as officials now 
acknowledge that it is out of tune with the 
country's new market-oriented economic 
policies. Officials at the Ministry of Urban 
Development are understood to be prepar- 
ing a proposal to revise the law for Prime 
Minister P. V. Narasimha Rao's cabinet to 
consider in the next few months. 

Among the law's provisions considered 
outdated is a measure that allows the gov- 
ernment to acquire land intended for re- 
development at what it sets as market 
price, or to grant an exemption that may 
have conditions attached — such as a re- 
quirement that the land be used for low- 
income housing or open space. The gov- 
ernment-review process requires myriad 
bureaucratic approvals that generate mas- 
sive corruption. “At every stage of the 
documentation we have to pay cash, os- 
tensibly for checking, signing, copying, this 
or that,” says a Bombay banker involved 
in property finance. 

From 1976 until last December, the gov- 
ernment had acquired 37,131 hectares of 
land under the law. It gave exemptions on 
another 58,798 hectares. This covers about 
44% of the land declared under the law, 
meaning that owners are still awaiting de- 
cisions on another 144,000 hectares — if 
they haven't given up hope of re- 
developing. A condition for sale and 
development is that a property be un- 
used. But not so many property own- 
ers can claim this because much fac- 
tory land also includes residential 
units for workers. Under various 
state-level rent-control acts dating to 
the 1940s, rents of old tenants are 
fixed at a fraction of current values 
and the tenants have almost impreg- 
nable rights of occupation. Landlords 
have little recourse. 

“The rent-control laws stop you 
from wanting to redevelop in the first 
place," says a senior central-govern- 
ment official as he explains the legal 
web blocking urban-property deve- 
lopment. "But even if you want to re- 
develop, the Urban Land Ceiling Act 
prevents you from doing it." 

While many Congress MPs think 
the act should be repealed, many 
within the party are still attached to 
it Some MPs still support limiting 
private ownership of land. Others are 
reluctant to let go of a much-used le- 
ver of corruption. Still others are just 
confused and want to put off a deci- 
sion. A compromise probably will 
keep the law, but make government 
intervention the exception rather than 
the rule in land development. ry 
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PROPERTY 


Home on 
The Range 


Middle-class Indians 
move to the suburbs 


ari Kumar, recently married and 
running his own social-research con- 
sultancy, is one of a new breed of 
home-owners in New Delhi. With property 
prices spiralling in established areas of the 
city, he and thousands of other young mid- 
dle-class people are finding their dream in 
former wasteland on the urban fringes. 

Sometimes, though, Kumar has to per- 
suade himself that the dream is not a 
nightmare. His hous- 
ing block was built by 
a cooperative society 
on land allocated by 
the Delhi Develop- 
ment Authority (DDA) 
in 1979, Fifteen years 
later, the DDA has 
failed to provide the 
promised infrastruc- 
ture. The society had 
to sink its own wells 
and install pumps for 
water. It ships sewage 
out in hired tankers. 
And electricity is still 
on à “temporary” con- 
nection, so home- 
owners pay double 
the normal rates. 

Officially, it’s not 
even clear that Kumar owns the two-bed- 
room flat in Trans-Yamuna, a marshy flat 
area across the Yamuna River from New 
Delhi's centre. Although he paid Rs 440,000 
(US$14,000) for it in 1991, city authorities 
will not register ownership transfers by 
members of housing co-ops. Kumar's only 
title is a power of attorney from the ori- 
ginal owner. 

Increasingly in India’s urban areas, the 
residential real-estate picture is what 
economist John Kenneth Galbraith would 
describe as “private affluence, public 
squalor.” A combination of impenetrable 
bureaucracy, punitive taxes and property 
speculation is squeezing the inner-city 
housing supply, causing rents to soar and 
forcing potential home-owners to move to 
new suburbs like Vasant Kunj, where 
walk-up apartments now crowd a bleak 
landscape of rock quarries and goat runs. 

The situation is not much different in 
Bombay. Hemant Shah, a legal officer with 
the central government's Housing Deve- 
lopment Finance Corp., himself commutes 
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53 kilometres by rail each way into central 
Bombay. "It's a nightmare to [try to] own a 
house in Bombay," Shah says. “I can't buy, 
and the landlords will not trust me with a 
lease." Because the city's tenancy laws 
make it almost impossible to get a tenant 
out or raise rent, landlords often prefer to 
leave a flat vacant. Bombay is estimated to 
have 50,000-100,000 unoccupied apart- 
ments because of this. 

The Maharashtra state government is 
considering a change to rent-control rules, 
fixing a 159; return on market value as a 
norm for annual rents and streamlining 
procedures for eviction. But it has yet to 
make a decision. "The problem is that the 
landlords are mostly Gujaratis [from 
Gujarat state], and the tenants are mostly 
Marathis [from Maharashtra],” one city of- 
ficial says. "Had the situation been the 
reverse, the new law would have passed 
without a doubt." 

Foreigners have an easier time finding 








Building site: ownership fears. low 


residential space. 
They are more accept- 
able to Bombay land- 
lords because they are 
usually on a fixed as- 
signment to India and 
unlikely to stay in- 
definitely. But owners 
demand huge depos- 
its, partly as security 
against long-staying 
tenants and partly to 
avoid tax. 

In a typical rent ar- 
rangement in Bom- 
bay, tenants deposit 
40-80% of the proper- 
ty's sale value in a 
bank account, and al- 
the landlord to 

collect the interest 
during the term of the lease. "It can mean a 
foreign company has to put up US$500,000 
as deposit for its representative's apart- 
ment," one businessman says. 

The foreign influx is also forcing up 
rents. Executives “want something that is 
representative and they don't care about 
the money, " says real-estate agent Pervez 
Hamid. “A place that was Rs 60,000 a 
month three years ago is now Rs 150,000.” 

In New Delhi, where taxes on property 
and rental income usually exceed 50% in 
the premium property belt, landlords of- 
ten split a lease into several parts that are 
held by different family members. A sub- 
stantial part of the rent is sought either in 
cash, or by direct transfer to illegal over- 
seas bank accounts. 

Many companies refuse to comply with 
these methods for legal or ethical reasons. 
As a result, the choice of housing becomes 
much narrower and more expensive. “If 
you do insist on paying white money, you 
pay a lot more,” says one foreign manager 
in New Delhi. m Hamish McDonald 
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ECONOMIC. MONITOR: 


CHINA 


A Thousand Thanks 


s markets dislike uncertainty, so do 
economies. United States President 
Bill Clinton has lifted a huge weight 


| off Beijing's shoulders by granting uncon- 
| ditional extension of its most-favoured-na- 


tion (MFN) trading status, and decoupling 
trade from human-rights issues. 
That sets Sino-U.S. relations back on a 


| more "normal" track, meaning confronta- 
| tion over such matters as market access 
, and intellectual-property rights. While dif- 
| ficult issues, they are more susceptible to 
, resolution through the now familiar cycle 
| of U.S. pressure, Chinese bluster and, fin- 
: ally, Beijing's quiet capitulation. 


The model is about to be tested again. 
The U.S. has set a June 30 deadline for 


_ China to agree on tough mechanisms for 


the enforcement of copyright and patent 


_ legislation passed by the National People's 
| Congress last year. If the two sides fail to 
_ reach agreement in talks that were to begin 
_ in Beijing on June 20, the U.S. Trade Repre- 
| sentative’s Office will label China a “prior- 
| ity foreign country." 
| called Special 301 investigation, and sets 
| the clock ticking towards imposition of pu- 
| nitive tariffs three to six months later. 


That launches a so- 


The Clinton administration will be un- 


| der domestic pressure to show some back- 
| bone after the MFN decision, so few observ- 
| ers doubt Washington's 
| the 301 trigger. "This would hardly seem 


readiness to pull 


the time for concessions to the Chinese," 


| says one U.S. diplomat. 


The removal of the MFN storm cloud 


| does not mean smooth sailing for China on 


the trade front, however. The trade balance 
will stay in deficit this vear, by all accounts, 


| though probably not by as much as last 
. year's US$122 billion. Surging exports in 
| the first five months narrowed the deficit 
| by a year-on-year 42% to US$1.8 billion (ex- 
| ports rose 24% to US$37.5 billion; imports 
| by 18% to US$39.3 billion). 


But it will be hard to maintain the mo- 


, mentum. Exports rose largely on the ren- 
_ minbi's 33% devaluation at the start of the 
| year, when Beijing unified what had been 
| à two-tier exchange-rate system. What's 
, more, the government has been subsidis- 
| ing the few state companies that had used 
| the currency's artificially strong official 
| rate. With the budget moving into deficit 
| this year, that kind of support is unlikely 


to continue. 

Also boding ill is strong demand for 
spurred by 
the continued intlux of direct foreign in- 


| vestment (FDI). Customs statistics indicate 
| that FDr-related imports accounted for 
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US$16.6 billion, or 16%, of total imports in 
1993. FDI has moderated only slightly from 
last year, when a massive US$26 billion in 
utilised capital entered the country. In the 
first quarter of this year, it was a still-huge 
US$5.4 billion. 

Beijing's only means of containing this 
demand is to maintain its tight monetary 
policy, something political imperatives 
weigh against. Earlier this vear, the leader- 
ship's fear of inflation (see chart) out- 
weighed its nervousness over the health of 
state enterprises, resulting in restrictions on 
bank lending. Now the balance has shifted 
the other way. With GDP growth slowing 
(to 9-10% this year, from last year’s 13.4%, 
most say) and the numbers of unpaid 
workers growing, state-sanctioned bailouts 
of ailing enterprises are rising. 

The rean restrictions of the first quar- 





ter did accomplish one thing: foreign re- 
serves shot to US$27 2 billion on March 31 
from US$21.2 billion at the end of 1993. 
"When enterprises couldn't get money 
from the banks, they had to sell foreign 
exchange they'd been holding," says Xiao 
Geng, an economics lecturer at the Univer- 
sity of Hong Kong. The unified exchange- 
rate system also contributed. The rate has 
remained virtually unchanged at about 
Rmb 8.7 to the U.S. dollar since the begin- 
ning of the vear, reflecting central-bank ef- 
forts to maintain currency stability. 
Nonetheless, foreign reserves are likely 
to decline gradually through the remain- 
der of the year as import demand strength- 
ens. GK Goh Research estimates reserves 
will stand at US$22.7 billion by year's end. 
a Car! Goldstein 
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AID 


The Self-Help Business 


Agency matches U.S. know-how with Thai money 








By Gordon Fairclough in Bangkok 


ormer government scientist Nin- 
E lawan Pichayayothin was working in 

a Bangkok hospital when Thailand's 
first case of Aids was identified there in 
the mid-1980s. Later, as the owner of a pri- 
vate medical laboratory, she watched the 
deadly disease spread across her country. 
Ninlawan saw the devastation visited 
upon its victims. She also saw a business 
opportunity. 

What Thailand urgently needed, in her 
view, was a rapid, accurate and inexpen- 
sive test for HIV, the virus that causes Aids. 
With help from the American and Thai 
governments, Ninlawan made a trip to the 
United States, where she met researchers 
who had developed the type of test she 
was looking for. The only question was 
how to raise enough money to bring it to 
Bangkok. 

Her problem was solved by the U.S. 
Agency for International Development 
(USAID). The agency, which is a general aid 
giver not confined to anti-Aids projects, put 
up US$50,000 to help Ninlawan obtain the 
technology needed to produce test kits. 
With that backing, her company, Bangkok 
RIA Group, was able to raise another US$1 
million to start manufacturing. This year, 
the firm expects to make a million test kits 
for sale in Thailand and other countries in 
Southeast Asia and Africa. 

This project, and a handful of others, 
represent a new approach to development 
assistance that may become a model for 
aid programmes in countries which, like 
Thailand, have ceased to be "poor" but still 
need outside help. 

Dubbed the "partnership approach," 
the new method harnesses private-sector 
resources to solve social and economic 
problems. Private funds magnify the im- 
pact of aid money, and investors bring à 
touch of market discipline to aid pro- 
grammes. The approach also helps resolve 
a dilemma of American aid officials: it's 
hard to justify traditional handouts to a 
country whose economy is booming, even 
when it could still benefit from U.S. tech- 
nology and know-how. And it gives 
American businesses exposure to a grow- 
ing foreign market. 

As a result, USAID has begun to foster 
links between Thai businesses and govern- 
ment agencies and U.S. companies and 
non-profit groups to tackle development 
problems. This work is to be continued by 
a private foundation, the U.S.-Thailand De- 
velopment Partnership, after USAID ends its 
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bilateral assistance programme in Thai- 
land, probably next year. 

"What we try to do is find out where 
there is a gap, where there is a need for 
action," says Thomas Reese, USAID's mis- 
sion director in Bangkok. "And then we 
look to the U.S. for technical expertise." So 
far, the programme has focused on HIV in- 
fection and environmental degradation. 

The key to the partnership approach is 
economic viability. Projects must be able to 
sustain themselves after an initial dose of 
grant money. Cost sharing is also an essen- 
tial test. Paul Wedel, the administrator of 
the U.S.-Thailand Development Partner- 
ship, says: "If the idea isn't good enough 
for somebody else to put up their own 
money, then we're not going to put ours 
up either." 

The programme offers a model for de- 
velopment assistance at a time when do- 
nor countries and multilateral lenders are 
rethinking their approach to aid. USAID 
officials in Washington say the approach 
used in Thailand may soon be tried in 
other newly industrialising countries such 
as Indonesia. India and Kenya are also 
promising candidates. 

"This programme is a prototype for 
USAID. It's a completely new way of doing 
business," says Reese. "Under an old-style 
anti-Aids programme, we'd buy a bunch 
of condoms and give them to the public 
health ministry." 

USAID is also involved in projects to help 
clean up air and water pollution caused by 
industrialisation. One of the most ambi- 
tious is a series of constructed wetlands 
being built around Thailand to treat waste 
water. The American Tennessee Valley 
Authority has teamed up with various Thai 
government agencies to build man-made 
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'Cleaner' models are on the way, thanks to USAID. 


marshes that soak up pollutants. Con- 
structed wetlands worth US$9 million have 
already been built. USAID has invested 
about US$300,000 in the project, with the 
rest of the funds coming from Thai sources. 

Air quality is also high on USAID’s list. 
The agency helped bring together Charles 
Haba, head of Advanced Elec- 
tric Car Technology, an Ameri- 
can manufacturer of batteries 
and motors for electric vehicles, 
and Anan Supataravanich, 
managing director of Pholasith 
Tuk-Tuk Motors, a maker of 
Thailand's famous three-wheel- 
ed taxi. 

The two companies are 
forming a joint venture to build 
tuk-tuks powered by electric 
motors. USAID is paying US$1.4 
million to produce and test the 
first 100 vehicles. Eventually, 
Anan says, the partners plan to 
turn out 1,000 electric tuk-tuks 
a month. One aim is to reduce 
air and noise pollution in the 
Thai capital by replacing much 
of Greater Bangkok's 20,000-vehicle tuk- 
tuk fleet, which is now powered by natural 
gas and petrol. 

Anan says he expects sales to be brisk. 
"Everyday, people are calling to find out 
about the new tuk-tuks because they hear 
there's no pollution, no noise and that 
they're faster," he says. "Everyone wants 
to know when we're going to start selling 
them." For Advanced Electric Car Technol- 
ogy, the deal is also a boon. It should allow 
the company to produce its batteries, 
chargers and motors in quantities large 
enough to bring down unit costs. 

Aid officials say results come much 
more quickly under the partnership ap- 
proach than in traditional programmes. 
“When you have somebody else investing 
their money and managing the project, 
things happen very quickly," says Reese. 
The Bangkok RIA Group project, for in- 
stance, was put together in just nine 
months. 

Some officials worry that even this pace 
may not be quick enough, as USAID, under 
pressure from the U.S. Congress, tries to 
reduce its commitments. The U.S.-Thailand 
Development Partnership is rushing to 
create an institution that can outlast the end 
of USAID's bilateral assistance to Thailand. 
But some fear there won't be enough time 
to generate the momentum and funding 
necessary for the foundation to survive. 

Whatever the outcome, agency officials 
in Bangkok and Washington say the part- 
nership approach is likely to become a fix- 
ture of many U.S. aid programmes in the 
future. “It’s not for everybody," says Reese, 
a 20-year veteran of the agency. "If I were 
trying to do this in Chad, it wouldn't work. 
But for Asia, I think it's the model for the 
future." ~ 
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Learning maths on computer: educational constraints are hampering Japan's advance in the information-technology industry. 


Disconnected 


TECHNOLOGY 


Japan has fallen far behind the U.S. in using information 
technology. Blame it on excessive regulation, no financing for 
entrepreneurs and schools that discourage creativity. 


By Jonathan Friedland in Tokyo 


For Nobuyuki Fujii, the 
moment came a decade 
ago when Japan's big 
electronics makers gave 
the cold shoulder to soft- 
ware he designed to 
make their personal computers (PCs) easier 
to use. Jun Murai got the same treatment 
more recently when he tried for two years 
to get the Ministry of Posts and Telecom- 
munications (MPT) to license Japan's first 
commercial Internet service. 

Japan has a problem. Its educational, 
financial, governmental and industrial 
structure served the country well during a 
two-decade drive towards export-led in- 
dustrialisation. But now some of those 
same elements are retarding the country's 
ability to create a new industrial structure 
built around ideas and services. 

Nowhere is that more true than in in- 
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formation technology, one of the few truly 
promising sources of economic growth for 
mature economies in the next decade. In 
the United States, the computer, software 
and telecoms industries are now the lead- 
ing source of new jobs and higher incomes. 
They also are on their way to supplanting 
the aircraft and agricultural industries as 
America’s major exporters. 

In Japan, by contrast, the information- 
technology industry is bound in red tape, 
lacking in creativity and dominated by 
such slow-moving companies as Fujitsu, 
Hitachi and NEC. Fujii, president of a small 
software company called Dynaware, and 
Murai, a professor at Keio University’s 
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Shonan Fujisawa campus, are just two of 
the innovators who have felt the sting of 
rejection by the big companies. 

Japanese companies "are still trying to 
catch up with IBM," says a senior official at 
the Ministry for International Trade and 
Industry (Miti). "But IBM isn't dominant 
any more. It is the smaller companies that 
are setting the rules of the game." 

Tokyo has been galvanised by this chal- 
lenge in its usual way. Various ministries 
have convened various expert groups made 
up of academics, executives and retired 
bureaucrats to come up with various plans 
of redress. Most focus on fixing the hard- 
ware — stimulating demand by wiring the 
country with optical fibre, for instance. But 
its the software that needs an update, say 
younger policymakers and analysts press- 
ing for more sweeping change. 

These analysts believe there are three 
areas that stand as the main impediments 
to Japan's ability to take full advantage of 
the computing and communications power 
that is now available: 
> Education: With its strict emphasis on 
uniformity and its single-minded focus on 
the preparation of students for standard- 
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ised testing, the post-war educational sys- 
tem has spawned two generations of dili- 
gent, highly literate workers. It has also 
quashed independent thinking and given 
graduates few of the analytical skills neces- 
sary to excel in knowledge-based industry. 
> Financing: Much of the dynamism in 
the U.S. information-technology industry 
comes from companies that weren't 
around 20 years ago. Firms like semicon- 
ductor maker Intel, software giant Micro- 
soft and workstation developer Sun Micro- 
systems were started by young entrepre- 
neurs backed by savvy venture capitalists 
and funded for the long haul by a recep- 
tive over-the-counter stockmarket. In Ja- 
pan, the few brave people starting up com- 
panies with good ideas but no assets can- 
not get financing. Period. 

> Excessive regulation: The rapid change 
in the uses of information technology 
doesn't lend itself to the kind of deliberate, 
consensus-oriented planning that served 
Japan's bureaucrats well when they deve- 
loped the nation's manufacturing strategy. 
So just to be safe, Tokyo has smothered the 
information-technology industry under a 
blanket of licensing requirements, rules 
and regulations, and informal guidance. 
Executives say this protective attitude 
raises costs and stifles innovation. 

Change is afoot in all of these areas, but 
the pace for now is glacial. Policymakers 
fear it will rend the fabric of a system that 
has worked well to date. Wider use of in- 
formation technology would improve 
white-collar productivity, but it would also 
highlight massive overstaffing. Allowing 
greater competition might bring down 
prices and improve services, but it would 
also no doubt result in corporate failures 
(and unemployment) and call into ques- 
tion the validity of such pet government 
projects as satellite broadcasting and ana- 
log high-definition television. 

"| am fairly sceptical that these issues 
will be acted on by mainstream policymak- 
ers within the next three to five years," says 
Izumi Aizu, project director at the Centre 
for Global Communications in Tokyo. "But 
unfortunately, that is a long time in the 
world of information technology." 

To get some sense of where Japan is at 
relative to its competitors, look no further 
than the seat of power. The Japanese press 
has been trumpeting a move by Prime 
Minister Tsutomu Hata to install a public- 
access fax in his office. By contrast, White 
House staffers, including President Bill 
Clinton, are reachable by public-access E- 
Mail. Soon many senior members of the 
Singapore Government will be as well. 

The technological foot-dragging extends 
to less rarefied locations as well. Japan has 
less than one third as many PCs per capita 
as the U.S. In the office, only 10% of Japan- 
ese workers, virtually none of them senior 
executives, use computers. And of these 
office PCs, only 13% are connected to net- 
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Japan lags the U.S. in PC ownership, 
but sales are speeding up 





works. That compares with over 50% in 
the U.S. 

What's more, those local-area networks 
that do exist at universities, government 
agencies and companies are almost all 
separate data fiefdoms, unable to commu- 
nicate with one another, much less with 
their international brethren. Last year, traf- 
fic to and from Japan on the Internet, the 
fast-growing global data clearinghouse, 
was only a fraction that of the inbound and 
outbound traffic of Australia and Taiwan. 

This lack of connectivity can be seen on 
a more prosaic level as well: only 4.5% of 
Japanese homes are wired for cable TV, a 
fact that stems largely from the MPT’s faith 
in satellite broadcasting. 

Even those firms that are the vanguard 
of Japan's electronics industry are just now 
getting wired. "Even though we have been 
selling computers for decades, we only 
started using them ourselves last year," 
says Akihiro Kondoh, chief engineer at 
Hitachi's product-planning division. Re- 
cently, the presidents of Fujitsu and NEC 
vowed to put all of their employees on E- 
Mail by the end of 1995. 

Although Japanese don't have much 
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faith in their politicians, they do still look 
to bureaucrats for guidance. And lately the 
MPT, MITI and a handful of other ministries 
have been trying to fashion a response to 
these challenges. With the MPT in the lead, 
these efforts are mostly focused on coun- 
tering U.S. Vice-President Al Gore's “na- 
tional information infrastructure" (NII) 
plan. Unveiled last year, the Nil calls for 
the utilisation of a privately owned net- 
work of phones lines, cable systems and 
high-speed data networks to provide en- 
tertainment, information and services to 
households and companies alike. 

Ironically, Gore's master plan was 
partly spurred by a mid-1980s scheme by 
Nippon Telegraph & Telephone (NTT) to 
do much the same thing. At the time, 
Japanese policymakers were more con- 
cerned about privatising NTT than giving it 
the financial backing to embark on such an 
ambitious plan, so it didn’t take off. “It was 
the start of what has turned into a ping- 
pong game of plans,” sighs Toshihiro 
Tsubo, president of Global Commons, a 
networking consulting firm in Tokyo. 

The latest Japanese volley on the NII was 
served up by an MPT advisory panel in late 
May. It proposed a three-stage plan to 
build a nationwide fibre-optic communica- 
tions network by 2010 to boost the fortunes 
of the electronics industry and to provide a 
range of multimedia services in the next 
century. The price tag: a staggering ¥33-53 
trillion (US$320-515 billion). The benefits? 
The panel said it would increase the size of 
the Japanese multimedia market by more 
than half to ¥123 trillion and create an ad- 
ditional 2.4 million jobs. 

This might seem a perfectly sensible 
approach to bringing Japan into parity 
with the global competition while compen- 
sating for job losses caused by the high- 
yen-induced “hollowing-out” of the indus- 
trial sector. But some analysts have their 
doubts. Tsubo notes, for instance, that the 
prototypes for the NII are the Internet and 
cable TV, both of which grew up with rela- 
tively little government interference. To- 
kyo, he points out, has no home-grown 
examples to learn from. 

“There is a danger here. The network 
suppliers are creating the Japanese version 
of the Nu plan,” says Koichiro Chiwata, an 
electronics-industry specialist at Salomon 
Brothers. “If they don't listen carefully to 
what the public wants and needs, it will 
end up being useless." 

Chiwata and others point to NTT's six- 
year-old integrated-service digital network 
(ISDN) as an example of what could hap- 
pen. Positioned as an extension of the tra- 
ditional phone system, ISDN has managed 
to attract only 200,000 subscribers because 
most people neither need nor know what 
to do with the costly service. 

Laying wire with more capacity hasn't 
been the government's only proposal. Both 
MiTI and the Ministry of Education have 
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outlined plans to increase the number of 
computers in primary and secondary 
schools to make young Japanese more com- 
fortable with keyboards (they're already 
plenty comfortable with joy-stick and push- 
button game players). And the Science and 
Technology Agency is proposing to create 
a new inter-ministerial fibre-optic network 
that will allow dozens of government re- 
search labs to exchange data. 

While these gambits are helpful, the real 
issue is deregulation, many executives say. 
"Ultimately, it will be the private sector 
that drives things, not the bureaucrats," 
says Joichi Ito, a vice-president at media 
producer Magic Box in Tokyo. "And that 
means the government has to loosen up." 

Just take the cost of leasing a digital tele- 
phone line, a must for high-speed data 
transfer. The cost in Japan can be five to 10 
times more expensive than in the U.S., 
largely due to the MPT's tight rein on fees 
and the licensing of new providers. 
"Clearly, there is a gap between the U.S. 
and Japanese telecoms industry with re- 
spect to the freedom of doing innovative 
business," says the MITI official. “There are 
some voices stressing that a change in para- 
digm is needed, but there are others still 
fighting against it." 

While the issue of deregulation remains 
on the tip of everyone's tongue, the big is- 
sues aren't yet being tackled. Bureaucrats 
are chary of pushing forward for fear of 
losing power. Many politicians aren't en- 
gaged in the issue for fear it will alienate 
old constituencies and vaporise jobs. And 
despite their professed support, big corpo- 
rations often turn against any individual 
initiative that might harm their business. 

Nonetheless, observers say some signs 
of tangible progress are appearing. The MPT 
has made it easier for cable-TV operators 
to achieve sensible economies of scale. And 
since last April, it has allowed Japanese 
consumers to own cellular phones. Two 
Internet providers, including Murai's 
Internet Initiative Japan, have been licensed 
and two more are waiting in the wings. 
Restrictions on wireless local-area net- 
works, which will give companies more 
flexibility in linking together their PCs, 
might soon be lifted. 

There's still lots to do, not only when it 
comes to deregulation, but in the fields of 
education and financing. But executives 
like NTT's vice-president of strategic plan- 
ning, Kaoru Kubo, say that if recognition is 
half the battle, then Japan is on its way to 
working towards meshing available tech- 
nologies with its economy and society. 

"The problem has been that until the 
middle of last year, no one raised these is- 
sues as critical to the coming era," says 
Kubo. "But I am happy to see the bureau- 
crats moving faster. For the first time, they 
are clarifying what needs to be done to cre- 
ate a really useful infrastructure for an ad- 
vanced society." x* 
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No Money, 
No Honey 


Japanese entrepreneurs 
can’t get financing 


If new listings on an 
over-the-counter (OTC) 
market are an accurate 
reflection of what an 
dD economy will look like in 
si == five or 10 years, then Ja- 
pan is in big trouble. 

Over the past several years, consumer- 
financing firms, discount stores and 
pachinko-parlour chains have dominated 
the action on the Tokyo oTc. Few of Ja- 
pan's 500 orc-listed companies are firms 
with a promising future in the information- 
technology field. 

Contrast that to the Nasdaq market in 
the United States: it has provided neces- 
sary seed capital to hundreds of flourish- 
ing enterprises, such as software giant Mi- 
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Hosono didn't bother going to the banks. 


crosoft, MCI in communications and Tele- 
Communications Inc. in cable TV. The 
Nasdaq is now heavily freighted with all 
kinds of technology companies — some 
good, some bad — but all finding a pool of 
potentially eager investors. 

To be sure, Nasdaq sometimes finds it- 
self loaded up with initial public offerings 
of companies with no products or sales. 
But promising companies do get financing, 
unlike in Japan. 

Or take Singapore, a market known for 
its regulatory rigour. In June, hi-tech up- 
start Creative Technology raised US$33 
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million in new capital on the local bourse 
to support its booming business of making 
sound boards for personal computers. The 
company, which sold its first "Sound 
Blaster" board in 1988, already had snag- 
ged a Nasdaq listing in 1992. 

It's a different story in Japan. Nomi- 
nally, the OTC is just like Nasdaq, a market 
that is designed to provide financing op- 
portunities to firms with brief histories. But 
in reality, that's not the case. The average 
review period alone for a company wishing 
to list is 5.7 years. 

Just talk to Joichi Ito about financing 
possibilities. He is an energetic 28-year-old 
Japanese-American with connections span- 
ning from Silicon Valley to Tokyo Univer- 
sity. 
Ito has a handful of different company 
nameplates, a room full of Sun worksta- 
tions and laptops and a head full of ideas 
about commercial and educational appli- 
cations for personal-computer networking 
in Japan. He's just the kind of guy that the 
government and big electronics companies 
say they want and need to support if Japan 
is to ever recover lost ground on the infor- 
mation-technology field. 

But despite good working relationships 
with NTT and other big firms, Ito knows 
better than to even try to raise capital to 
build his business. "You can't start your 
own company in Japan," he says. "You can 
only get money when you are too old to be 
creative." 

That view is borne out by a visit to any 
one of Japan's "venture-capital" firms, 
which are pint-sized appendages of such 
large institutions as Industrial Bank of Ja- 
pan (IBJ) or Nomura Securities that mainly 
specialise in readying companies to list on 
the OTC. 

Headed by former bureaucrats or exe- 
cutives seconded from the parent, these 
firms hew to the traditional Japanese view 
that the only stable company is a big com- 
pany. They see little advantage in taking 
the kind of risks necessary to nurture com- 
panies at an early stage of development. 

"There aren't any venture capitalists in 
Japan," admits Junzo Tamitani, general 
manager of 3iBJ, a joint venture between 
IBJ and a British venture-capital firm. 
"Some banks or credit unions might make 
a loan to a start-up, but only if it has some 
kind of collateral or guarantees from rela- 
tives or friends." 

That's certainly been the experience of 
Akio Hosono, president of 18-year-old 
memory-board manufacturer IO Data De- 
vice, which is one of the few hot technol- 
ogy companies on the Japanese OTC, with 
revenues in the year to June of Y27 billion 
(US$262 million). 

"We were kind of a garage company 
when we started out," he explains. "I 
didn't go to the banks because I was afraid 
they would ask for a guarantor." Hosono 
adds that he only got his orc listing after 
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being in business for 15 years and posting 
steady profit growth during most of that 
period. 

Nobuyuki Fujii, president of packaged- 
software developer Dynaware, faces a 
similar uphill battle. His company has been 
in business a decade and posted Y2.8 bil- 
lion in sales last vear. It has joint-develop- 
ment efforts under way with Apple Com- 
puter and educational software publisher 
Broderbund, and counts among its cus- 
tomers such heavyweights as Mitsubishi 
Heavy Industries, Daiwa Research Institute 
and Dai-Ichi Life Insurance. "We still can- 
not get bank loans," says Fuji. “If we had 
a market like Nasdaq in the U.S., we could 
have raised a lot of money and be on more 
stable footing.” 

Nothing in the written rules says that a 
company like Dynaware can't apply for an 
OTC listing, but the Ministry of Finance 
and the Japan Securities Dealers’ Associa- 
tion carefully vet potential applicants. 
“The rule of thumb is that a company has 
to have at least ¥200 million in annual 
profit,” says Nobuo Matsuki, managing 
general partner of Schroder PTV Partners 
in Tokyo. “They also regulate the pace and 
number of companies that can come to the 
market.” 

Indeed, says Fujii, “it will take me an- 
other 10 years to list in the Japanese mar- 
ket. We'd Lidl be better off trying to 
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| magazine publisher 
Game software publisher 


Memory and 
sound-board maker 


Computer peripherals maker | 


list on Nasdaq or in Hong Kong." 

The Finance Ministry has an especially 
heavy hand nowadays when it comes to 
OTC listings because of the criticism it re- 
ceived after the Japanese stockmarket lost 
around 60% of its value between late 1989 
and mid-1992, say bankers. "It is protective 
administration that keeps a market for 
small companies from developing," says 
Tamitani, "That's a fact of life.” 

The Ministry for International Trade 
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and Industry has been urging its counter- " 


parts across the road to lighten up a little 
bit to spur the fortunes of smaller com- 


panies. But Finance Misya officials re- 











main reluctant to either soften the unwrit- 
ten listing rules or to further speed the pace. 
of listings. Finance Ministry officials con- 
tend that those companies that are quali- — 
fied to come to market have little problem = 
doing so. 

This view is borne out to a certain ex- | 
tent by the lack of business experience of. 
most Japanese start-ups. Unlike in the U.S. 
or Hong Kong, qualified executives in Ja- 
pan don't normally leave a comfortable 
berth at a big company for a shaky little 
boat in the hopes of eventual riches. M 

The idea of a John Sculley leaving |... 
PepsiCo to help out the blue-jeans-wearing 
entrepreneurs at Apple Computer is an 
impossibility here. "Even if companies 
have good ideas, they often lack a manage- 
ment team and aren't customer-oriented,” 
says Schroder's Matsuki. E 

But even if there were the right combi- . 
nation of new technology, management ^ = 
skills and marketing savvy out there, any 
new firm, and particularly those who pro- 
vide services rather than make goods, 
would still probably have a tough time of it. 

"The Japanese financial system is de- 
signed to support industrialisation,” sums 
up Atsushi Saito, executive vice-president | 
of CSK Venture Capital. "That's been the 
idea for 200 years and it is not an easy one .- 
to change." m Jonathan Friedland . - 
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Learning to Think 


Keio University tries an unusual experiment 


The library at Keio Uni- 
versity's Shonan Fujisawa 
campus doesn’t have 
musty stacks of dog- 
eared books, funereal 
light or scratched refec- 
tory tables. Instead, there are dozens of per- 
sonal computers and workstations adorned 
with Hi-8 video-editing systems and tele- 
vision monitors. Just as uniquely, it is actu- 
ally crowded with students doing their 
homework. 

Japanese universities aren’t usually 
thought of as places where much learning 
gets done, much less with the aid of the 
latest in information technology. Instead, 
they’re “for making friends,” says Shumpei 
Kumon, a former professor at 
Tokyo University who is now a 
director of the Tokyo-based 
Centre for Global Communica- 
tions (CGC). "At university, the 
human network you develop i is 
much more important. than the 
education you receive." 

Indeed, jokes Takashi 
Yamakawa, a director at data- 
base provider Nifty Corp., at- 
tendance at one of Japan's top 
universities “means only that 
you worked very hard in your 
third year of high school and 
have a good job guaranteed 
when you get out, not that you 
will actually learn anything use- 
ful.” 

The four-year-old Shonan 
Fujisawa is at the vanguard of a 
grassroots movement aiming to 
change that. Worried about the 
future of an educational system 
that emphasises uniformity and 
preparation for standardised 
testing up through high school and on so- 
cialising thereafter, educators at the pri- 
vately owned Keio decided to set up a 
campus that would stress creative prob- 
lem-solving and interdisciplinary learning. 
“We wanted to teach students to move 
around as quickly mentally as they do 
physically,” says Michio Umegaki, a pro- 
fessor at Shonan Fujisawa’s policy-man- 
agement faculty. 

Umegaki and others say they were 
driven to their task by the belief that unless 
young Japanese are better trained at the 
university level, they won't be able to func- 
tion efficiently in an industrial structure 
that values ideas and service as much as 
diligence. “We wanted students to grow 
out of old orthodoxies,” says Hideo Aiso, 
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dean of the school’s environmental-infor- 
mation faculty. “We wanted them to de- 
fine problems to be solved and to find tools 
and ways to solve them.” 

The 4,000 mostly undergraduate stu- 
dents at Shonan Fujisawa are encouraged 
to take a mixture of humanities and social- 
and natural-science classes. Strong empha- 
sis is placed both on natural languages — 
each student is expected to master at least 
one foreign tongue in 18 months — and on 
the artificial languages that are the build- 
ing blocks of computer software. Seventy- 
five percent of the students own comput- 
ers and can turn in their projects via a cam- 
pus E-Mail system. 

It's not only the substance that is differ- 





Aiso at Shonan Fujisawa Media Centre: out-growing orthodoxies. 


ent at Shonan Fujisawa, but the style as 
well. Students are encouraged to partici- 
pate in class and even to debate their teach- 
ers, a sharp contrast to most other Japan- 
ese universities where students sit sullenly 
at lectures if they bother to attend at all. 
“People here are a lot more interested in 
studying than at other schools,” says 21- 
year-old Tamaki Amae, as she guides a 
visitor around the barren concrete, glass 
and steel campus. 

Japanese educators and the handful of 
businessmen who take an interest in the 
future of education are paying close atten- 
tion to the Fujisawa experiment. “The big- 
gest problem we face is that we can’t find 
graduates who can think for themselves,” 
says Akio Hosono, president of fast-grow- 
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ing memory board-maker IO Data Device, 
who hired a member of Fujisawa’s first 
graduating class last year. The Keio cam- 
pus “is just about the only place in Japan 
that is turning out interesting students.” 

Aiso says aspects of Fujisawa’s ap- 
proach and curriculum are being copied 
by other schools, including Kansai Univer- 
sity, the Kanagawa Institute of Technology, 
and the newly established Aizu 
Wakamatsu Institute of Technology. He 
adds that the Ministry of Education, 
known as one of the more conservative and 
inward-looking of Japan’s bureaucracies, 
has also been supportive. Indeed, in an in- 
terview, a senior ministry bureaucrat could 
barely contain his enthusiasm for Fujisawa, 
calling it a “wonderful place.” 

Other analysts are more sceptical that 
Shonan Fujisawa will have a durable im- 
pact on Japan’s educational system. The 
Education Ministry “is willing to work to 
see some changes but not at the expense of 
losing control” over what is taught in class- 
rooms and how it is taught, says Akihiro 
Kondoh, a Hitachi engineer 
who recently served on a pri- 
vate educational-reform panel. 
Fujisawa, he laughs, “keeps a 
double set of books” on its cur- 
riculum to hand over to 
nettlesome ministry officials. 

Even more, says CGC's 
Kumon, there is resistance to 
change among university fac- 
ulty who have guarded their 
autonomy ferociously ever 
since they suffered political 
persecution in the pre-war era. 
"This emphasis on autonomy 
has turned them into the aca- 
demic equivalent of lukewarm 
water,” says Kumon. “Profes- 
sors aren't interested in teach- 
ing in a serious way." Nor are 
they particularly interested in 
research, he says. "The joke 
here is ‘never publish, never 
perish’.” 

Finally, analysts point out 
that no matter what changes 
take place at the university level, move- 
ment towards primary and secondary edu- 
cational reform is agonisingly slow. Al- 
though the Education Ministry and prefec- 
tural governments are planning to spend 
US$2.6 billion to vastly increase the 
number of personal computers at elemen- 
tary and junior high schools, little effort is 
being made to rejig curriculums to de-em- 
phasise the "exam hell" that governs the 
lives of all Japanese children or to differen- 
tiate among gifted and not-so-gifted stu- 
dents. 

"Children are still trained to be ordi- 
nary, says Hitachi's Kondoh. "For the 
time being, they are still being measured 
against the mass, not against what they can 
do as individuals." ^ m Jonathan Friedland 
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Private Concerns 


Indonesia mulls revamp of power utility 





By John McBeth in Jakarta 

“Theoretically, any type of private participation 
is open... . How you do it is a different story. 
There is no implementation framework, just a 
bunch of individuals.” — Indonesian energy 
official, quoted at a conference on private 


power. 
i f Indonesia's 6-7% GNP growth looks im- 





pressive, consider the growth of its elec- 

tricity demand: 14-17% annually for as 
far into the future as one can predict. Most 
analysts reckon Indonesia will need US$35 
billion in new generating and distribution 
capacity over the next 10 years. 

Aware of the fact, Jakarta accepts that 
private money will play a key role in 
power development. Indeed, it's anxiously 
awaiting the response of international 
banks to its first major foray into private 
power, a US$2.6 billion project known as 
Paiton Swasta 1. 

But money alone won't be enough. In- 
dustry experts say private participation 
will inevitably require Indonesia to restruc- 
ture its entire power sector, starting with 
Perusahaan Umum Listrik Negara (PLN), 
the state-owned utility that runs the na- 
tion’s power grids. PLN, the experts say, 
should be turned into a limited-liability 
company as part of a well-defined master 
plan designed to marry public and private 
power. The sources believe reforms on this 
scale could take at least five years. Can In- 
donesia wait? 

The sources say government officials 
have already prepared a decree that would 
convert the heavily subsidised PLN into a 
more commercial entity. But the measure 
has been lying on State Secretary Moerdio- 
no's desk for over a month, the sources 
say, because of President Suharto's concern 
at what one describes as "financial issues." 
It's not clear what those issues are or how 
they would affect PLN's restructuring. 

According to the sources, however, the 
decree would change the make-up of PLN's 
supervisory board and introduce interna- 
tional accounting procedures aimed at 
making the utility a credible borrower in 
world markets. "PLN will become credit- 
worthy only if [its] tariffs cover the effi- 
cient cost of supply and the authority sub- 
mits itself to a proper audit," says one 
power-industry source. 

For now, PLN's priorities are determined 
more by social needs than commercial 
ones. It has an inefficient structure that per- 
forms all the functions of electricity gen- 
eration and supply in the main Java-Bali 
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grid, plus 640 mini-grids across the archi- 
pelago. "System planning needs to be sepa- 
rated and system development must 
achieve efficiency," says one private plan- 
ner. "Under the new regime, PLN has to be 
a commercial venture, not one which de- 
pends on subsidies from the government." 

It clearly won't be possible to end all 
subsidies in the foreseeable future; accord- 
ing to one study, that would raise con- 
sumer prices by an estimated 60%. But 
transparency is important. Says visiting 
Fulbright scholar and private power spe- 
cialist Lorenzo Kristov: "Rather than just 
pouring in a lot of hidden equity, the gov- 
ernment at least has to get everything out 
front so it knows what the real costs are 
and can make plans accordingly." 

To upgrade its power capacity, Indone- 
sia must look abroad for funding. The 
country has a sizable current-account defi- 
cit, and PLN already owes the World Bank 
US$3.5 billion. Faced with competing pri- 
orities, Jakarta can provide only limited 
additional funds, and borrowing from the 
public is likely to remain limited for now. 
Financiers therefore expect 30-50% of new 
capacity to be funded by private sources. 

The planned 4,000-megawatt Paiton 
complex is the centrepiece of Indonesia's 
energy programme. Situated on the East 
Java coast, it will be a mix of public and 
private coal-fired power. Two PLN-run 400- 
megawatt units already operate at the site, 
and an additional 800 megawatts is due 
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for completion in 2003. Paiton Swasta 1, 
for which a purchase agreement was 
signed in February, is the first of two pri- 
vate 1,200-megawatt units to be built at the 
site — this one funded by a consortium of 
Batu Hitam Perkasa, controlled by Indone- 
sian businessman Hashim Djojohadiku- 
sumo; Mitsui of Japan; General Electric 
Power Funding of the United States; and 
Mission Energy, a U.S.-Dutch concern. 

Of the total cost, US$1.9 billion is to be 
met by loans organised by financial advis- 
ers Chase Manhattan and Industrial Bank 
of Japan. Industry sources say potential 
lenders can be divided into two groups. 
One worries about the size and complexity 
of the project and the fact that cash flow 
will begin only when it's commissioned in 
1998 — the year the presidential succes- 
sion will be decided. The other group com- 
prises gung-ho investment bankers who 
believe the future of Indonesia's entire pri- 
vate power programme rides on the 
project, and that it won't be allowed to fail. 

Sources involved in the project remain 
confident. “It will truly be a major global 
deal," says a senior executive. "Because it's 
so big, it's going to be difficult. But because 
it's so big it has to happen. The main con- 
cern has been what other projects will 
come to the market at the same time, not 
whether Paiton is viable." 

With completion of the loan syndica- 
tion due next February, the consortium 
claims it's already receiving unsolicited of- 
fers from overseas lenders. As the execu- 
tive puts it: "In the past two-and-a-half 
years [of project negotiations], we have 
been working with the banks and keeping 
them warm — and that's why we feel so 
confident of getting it done." 

Greater uncertainty hangs over Paiton 
Swasta 2, a second 1,200-megawatt block 
nominally awarded to Germany's Siemens 
and Indonesia's Bimantara Citra, owned by 
Bambang Trihatmodjo, a son of President 
Suharto. The project seems to have 
dropped off PLN's planning schedule — it 
isn't among 16 private plants covered by a 
US$6 billion ceiling set earlier this year by 
PKLN, the government's coordinating com- 
mittee for foreign loans. However, a 
spokesman for Bimantara denies it has 
abandoned its interest in Paiton. 

Eleven private power projects have re- 
ceived PKLN approval. They will add 3,150 
megawatts to the nation's generating ca- 
pacity over the next five years. 

U.S.-based Enron and British Gas are 
both ready to push ahead with the first two 
private combined-cycle gas plants, in 
Pasuruan (East Java) and Bumi Serpong 
Damai (West Java), respectively. Mean- 
while Consolidated Electric Power Asia, an 
offshoot of Hong Kong's Hopewell Hold- 
ings and a new player in Indonesia's 
power scene, is due to complete two 660- 
megawatt coal-fired units in 1997-98 at 
Tanjung Jati on the Central Java coast. w 
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Plywood Play 


Indonesian-Malaysian deal leads to ‘grand alliance’ 


By Doug Tsuruoka in Kuala Lumpur 
E very sagging bourse needs a shot in 





the arm. And that's exactly what the 

Kuala Lumpur Stock Exchange 
(KLSE) got when two Southeast Asian tim- 
ber companies announced a US$1 billion 
"grand alliance." 

A theme-starved KLSE welcomed news 
that Indonesian tycoon Prajogo Pangestu's 
Barito Pacific Group will take control of 
Construction & Supplies House (CASH), an 
East Malaysian firm that posted group op- 
erating losses of M$10.7 million (US$4 mil- 
lion) in 1993. 

The exercise is one of the biggest-ever 
cross-border mergers between a Malaysian 
and a foreign concern. At the very least, it 
could presage other potentially lucrative 
tie-ups between Indonesian and Malaysian 
firms. Such combinations will be essential 
if the two countries move ahead with am- 
bitious "growth-triangle" proposals affect- 
ing northern Sumatra, East Malaysia and 
the southern part of West Malaysia. 

Analysts close to the deal say its tim- 
ing was far from coincidental. For starters, 
they say the M$2.6 billion share swap — 
which could transform CASH into one of 
the region's most profitable timber com- 
panies — has the firm support of both the 
Indonesian and Malaysian governments. 
They also note that Malaysian officials, 
mindful of the fall in Kuala Lumpur share 
prices since late January, hoped that 
Prajogo's move would bolster investor 
sentiment. 

Malaysian officials nearly succeeded in 
their aims: CASH, a KLSE-listed company 
whose shares were suspended on March 
22, immediately surged to its maximum 
daily allowable price limit when it opened 
at M$10.30 on June 20 — its first trading 
day after the June 18 announcement. The 
jump represented a M$2.35 gain over 
CASH's pre-suspension price of M$7.95 per 
share. CASH later closed at M$9.60 on 
profit-taking. 

Unfortunately for the bulls in Kuala 
Lumpur, the deal had a less-dramatic im- 
pact on the overall market. The benchmark 
KLSE Composite Index closed down 2.58 
points to 1,035.46 on June 20. But many 
experts hope the Barito-CASH marriage has 
helped break a market-selling spree that 
caused the Composite Index to fall as low 
as 955.44 on June 2 

"The Barito-CASH deal gives the stock- 
market the needed momentum,” argues an 
analyst for a foreign securities house in 
Kuala Lumpur. Market experts are unsure 
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what other government market-priming 
efforts are in the works. But one thing is 
clear: Malaysian officials are doing their 
best to set the stage for another market 
rally. The outlook is also encouraging: the 
Composite Index gained 21.06 points dur- 
ing the week ended June 17, with volume 
up two-fold to 300 million units per day. 

On the surface, there’s plenty of good 
news for investors based on the terms of 
the Barito-CASH tie-up. The complex re- 
verse takeover merges one of Indonesia's 
largest timber groups with a collection of 
companies headed by Sabah tycoon Joseph 
Ambrose Lee. 

Under the terms of the agreement, 
Prajogo — through Barito Pacific — will 
assume a majority 70% stake in CASH. In 
addition, Prajogo would inject four of his 
most profitable companies into the Sabah 
group. The Indonesian company also plans 
to invest M$1.3 billion in a 500,000-hectare 
reforestation project in Sabah currently 
held by CASH. The Malaysian company, in 
turn, will take a 30% stake in Barito Pa- 
cific. 

The deal will forge one of Asia’s largest 
timber groups. Barito Pacific is Indonesia's 
biggest publicly listed company. Prajogo, 
Barito's chairman, also boasts a 10% stake 
in Indonesia's national car maker, Astra 
International. 

CASH will effectively become a giant 
holding company for Prajogo's overseas 
timber ventures and will be able to raise 
capital on the Kuala Lumpur and Jakarta 
exchanges. That an Indonesian tycoon 
would avail himself of CASH’s KLSE listing 
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underscores the growing liquidity of Ma- 
laysia's bourse. 

Market observers say they don't fault 
Malaysia's government for wanting to in- 
ject a little energy into share prices. The 
dip in the KLSE already has delayed one 
government-backed deal: a M$2 billion 
takeover of Malaysia Airlines by a com- 
pany headed by aviation-communications 
tycoon Tajudin Ramli. 

Tajudin opted in mid-June to substitute 
the underwriting portion of his takeover 
with a personal loan. This is because the 
share price of his takeover vehicle, Malay- 
sian Helicopter Services, has plunged by 
about 50% since the market peaked at the 
beginning of January. 

In addition, scores of listed Malaysian 
companies have leveraged money with lo- 
cal financial institutions based on share 
prices prevailing at the height of last year's 
bull run. Any forced selling by these credi- 
tors could damage corporate expansion 
plans. 

But things are looking up. Or at least 
that's what the Kuala Lumpur business 
community hopes. For its part, Malaysia's 
government took several steps to ensure 
that stockmarket investors heard the bull- 
ish message. The announcement of CASH's 
deal with the Indonesian timber group 
was followed two days later by the open- 
ing of a major conference on Asian capital 
markets in Kuala Lumpur in which Prime 
Minister Datuk Seri Mahathir Mohamad 
delivered an upbeat, keynote address. On 
June 18 (the day the Barito-CAsH deal was 
announced), the government reported that 
Malaysia’s economy grew by a strong 
annualised rate of 8.6% in the first quar- 
ter. 

Domestic political factors also played a 
role in the Malaysian Government's sup- 
port for the Barito-CAsH deal. Lee, man- 
aging director, is a leader in Sabah's eth- 
nic-Chinese community. He aided the rul- 
ing party's successful bid to wrest control 
of Sabah in this year's state elections from 
a maverick slate headed by former Chief 
Minister Joseph Pairin Kitingan. 

There is also an ethnic-Chinese dimen- 
sion to the Barito-CAsH merger. Prajogo, 
despite his Indonesian name, is of Chinese 
descent and both he and Lee are of Hakka 
ancestry — an ethnic group prominent in 
business and politics. 

Observers say such subtle ethnic ties 
may set the stage for the new group's fu- 
ture moves in Sabah. Lee has been pushing 
to wrest some of the East Malaysian state's 
choicest timber concessions from the Sabah 
Foundation, a development organisation 
close to Pairin, the state's former chief min- 
ister. With Pairin's ouster after the last state 
elections and with CASH’s revamped busi- 
ness and political clout, the way now 
seems clear for the Barito-CAsH alliance to 
become a major player in Sabah's timber 
industry. Ei 
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Food giants battle for Philippine ice-cream market 


By Rigoberto Tiglao in Manila 


he Philippines' corporate equiva- 
i lents of muscle men are showing 
they have a soft side. They’re push- 

ing ice-cream. 

The quest for just the right flavour, the 
smoothest texture and the catchiest adver- 
tising jingle is no kid’s game in a market 
where sales are forecast to top P3 billion 
(US$110 million) in 1994. 

Flour-manufacturing giant RFM Corp.'s 
Selecta Dairy Food Products, tycoon John 
Gokongwei's Consolidated Foods and 
property conglomerate Ayala Corp.'s Pure- 
foods are slugging it out to dislodge San 
Miguel subsidiary Magnolia Nestle from 
its market dominance. 

Switzerland’s Nestle, which purchased 
half of Magnolia in 1993, and the Anglo- 
Dutch consumer-products giant, Unilever, 
are expected to make the country a battle- 
field for their global competition. Unilever, 
the world’s biggest ice-cream maker with 
its Magnum, Wall's, Good Humor and 
Street's brands, is negotiating with Ayala’s 
Purefoods to create a Philippines venture. 

But so far, Selecta appears to have 
scooped its rivals. In metropolitan Manila, 
which accounts for 52% of total industry 
sales in the Philippines, Selecta has dis- 
lodged Magnolia as market leader, accord- 
ing to a study conducted by the Philippine 
Survey & Research Centre. The survey of 
100 supermarkets showed Selecta with a 
44% market share, while Magnolia's share 
declined to 33% from an estimated 75% in 
1991. Although the survey was commis- 
sioned by Selecta, Magnolia has not chal- 
lenged the findings. Purefoods posted a 
13% share and Consolidated Foods trailed 
with 10%. 
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Selecta is poised for even 
more growth. An initial pub- 
lic offering for 25% of its 
shares that ended on June 3 
enabled the company to 
raise P385 million to expand 
and modernise its factories. 
Executives say the plants 
have been running at full ca- 
pacity and can’t meet de- 
mand. Selecta shares were 
due to begin trading on June 
23. The shares have been 
trading at P7.50 each in the 
grey market, 12% more than 
the offer price. That's considered expensive 
by brokers as it represents an 18.7 price- 
earnings ratio. 

Founded in 1946 as an ice-cream par- 
lour, Selecta remained largely a specialty 
mom-and-pop operation until RFM pur- 
chased it in 1990 and began to transform 
the company’s image and its fortunes, (The 
previous owners, the Arce family, still hold 
a 3% stake.) 

Selecta’s main selling point has always 
been that its ice-cream is made with milk 
from the indigenous carabao, or water buf- 
falo. The company says this gives its prod- 
uct a distinctive sweeter, creamier taste 
than products made with cow’s milk. 

RFM’s achievements extend beyond su- 
permarket freezers. Its ice-cream inroads 
are also a case study of how a conserva- 
tive, 35-year-old company successfully 
turned over management to a new genera- 
tion of 30-something executives. 

Selecta was one of two companies that 
the RFM group’s 35-year-old chairman and 
chief executive officer, Jose Concepcion III, 
pinpointed as areas of business growth. 
(The other was a soft-drink company, Cos- 
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mos Bottling Corp.) Concepcion assumed 
his post in the family-controlled RFM in 
1986, when his father, Jose Concepcion Jr., 
became the trade and industry secretary. 
The elder Concepcion initially advised 
against the acquisitions, but later backed 
his son's decision. (A younger brother, 32- 
year-old John Concepcion, is said to be the 
marketing whiz of the company.) 

"People said we were crazy for going 
into ice-cream and challenging a giant like 
San Miguel," says the Selecta chairman. 
"We've proven them wrong." 

From a business standpoint, ice-cream 
is a soft and lucrative sell. Profit margins 
are the highest among processed-food 
products: about 40% for bulk items (full- 
or half-gallons), and as much as 70% for 
the single-serve or “frozen novelty” prod- 
ucts. Those compare with 15-20% margins 
for other commodities such as meat and 
poultry. "You're really selling mostly air,” 
says a Magnolia executive. 

“It’s not price-sensitive,” adds Jose Con- 
cepcion. “Ice-cream consumers look for 
quality, and don’t mind the price too 
much.” With the economy 
starting to grow, and con- 
sumption rising, ice-cream 
sales are forecast to grow 
dramatically. 

The market is largely un- 
tapped, claims the Selecta 
chairman. Industry sales are 
mostly still in bulk, or gal- 
lon and half-gallon contain- 
ers bought for family con- 
sumption at home. This is in 
contrast to the industry's 
profile in most other coun- 
tries, where sales are evenly 
split between bulk and sin- 
gle-serve items. As in other countries, the 
single-serve market in the Philippines is ex- 
pected eventually to parallel the huge P20 
billion soft-drink market, Concepcion adds. 

Ironically, what appears to have roused 
the interest of Philippine conglomerates in 
the ice-cream industry is the end of the 
country's crippling power crisis. Severe 
electricity shortages during the height of 
the crisis in 1993 caused industry sales to 
plummet 19% to 12.3 million gallons; con- 
sumers didn’t want to waste money on a 
product that would only melt. 

Despite this market contraction, it was 
during these years that upstart Selecta took 
off. Accounting for only 7% of the market 
in 1990, and largely considered a specialty 
ice-cream sold only in a few outlets, the 
brand zoomed from P17.5 million in sales 
to P148 million in 1991, then to P396 mil- 
lion the following year. In 1993, its sales 
totalled P524.4 million, accounting for 28% 
of the market. 

Officials at rival San Miguel dismissed 
the Selecta threat in 1991. They said it was 
just a nutty idea of the brash, young RFM 
chief and pointed out that the specialty 
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product couldn't be mass-produced. As in | 
other Southeast Asian countries, there are | 
no commercial ranches for the water buf- | 
falo; the animal is used mostly by small | 


farmers as a beast of burden. 


However, Selecta corporate planning — 
head Bach Johann (B. J.) Sebastian says the | 
company acquires ample supplies of the - 
milk through trading stations that buy it | 
from small farmers, mainly in Nueva Ecija | 


in central Luzon. Indeed, the product's 
image as a carabao-milk product has been 
part of its successful marketing strategy. 


However, only three of its 29 flavours ac- ! 
tually use 100% carabao milk. The rest con- | 


tain lower quantities. 


Magnolia also underestimated Selecta’s | 
distribution and advertising clout. Selecta - 
initially piggy-backed on RFM’s distribution | 
network for flour and processed-food | 
products, enabling the company rapidly to | 
penetrate main outlets. And Selecta under- | 
took an aggressive — and lively — adver- - 
tising campaign, spending as much as 16% | 
of its sales in 1992 and à similar proportion - 
since. Among premium brands, it also un- 


dercut Magnolia's prices by 6-10%. 


While Magnolia continued with its | 
“homey” advertising tack of depicting fam- _ 
ilies eating ice-cream, Selecta tapped pop | 
idols such as actress Sharon Cuneta and | 


teen idol Aga Muhlach to sell its brand. 


"We even found out that the ice-cream fla- | 
vour [Cuneta] was having in one adver- | 
tisement was the flavour that sold briskly,” | 


Selecta official Sebastian notes. 


At the same time that Selecta was gain- | | 
ing in the market, Magnolia was under- | |- 
going major management changes. San | 
Miguel had sold half of Magnolia's shares | 


to Nestle for P1.3 billion in October 1993. 


Nestle then pushed for a drastic revamp © 
of the company's management. The firing | 
of about 65 officials and 150 rank-and-file | | 
employees in late 1993 is believed to have |. 
triggered the labour unrest that ultimately : 
resulted in a recent five-day strike at San | 


Miguel plants in Manila. Some San Miguel 


officials say the firing of production super- i 
visors led to poorer-quality ice-cream. But — 
these events occurred after Selecta had al- | 
ready gained market share. So it's not clear | 
how Magnolia lost its substantial lead, es- 
pecially as San Miguel is known for its - 


management expertise. 


Magnolia President Ramon Llanos de- | 
clined to be interviewed for this article. In- | 
stead, Communications Director Winnie | 
Constantino responded to REVIEW ques- — 
tions in writing. She says: "It is true that — 
we suffered some reverses in 1993 owing | 
to the power situation, the intense compe- | 


tition, and even errors of judgment." 


Constantino adds that these "largely - 
have been addressed," and the company - 
has “earmarked P1.1 billion to further ex- | 
pand and modernise our production and | 
distribution facilities, and we expect. most - 
of these to be in place within a year.” m 
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A Difficult Age 


Taiwan struggles to engineer sustainable growth 


By Julian Baum in Taipei 


here were sighs of relief when For- 
i mosa Plastics, Taiwan's biggest com- 
pany, was granted a construction 
permit last year to build a US$9.5 billion 
petrochemical plant. For a long time, com- 
pany Chairman Y. C. Wang had seemed 
intent on building his naphtha cracker in 
China. By opting to stay home, he gave 
Taipei officials cause for hope that other 
companies would act similarly, thus halt- 
ing a slide in investor confidence. 

More than a year later, that remains the 
hope. But Formosa Plastics has yet to be- 
gin building its plant — Taiwan's largest- 
ever privately funded project. The start has 
been stalled by disputes with residents 
near the west-coast site and differences 
with government agencies. Other big 
projects have also been delayed. They in- 
clude a US$4 billion petrochemical facility 
planned by the Tuntex Group and pro- 
posed expansions by state-run Chinese Pe- 
troleum Corp. and China Steel. 

The problems afflicting such high- 
profile projects are undermining efforts to 
restore business confidence in Taiwan. 
Once cushioned by large trade surpluses, 
the island has seen its export performance 
and GNP growth slide in recent years as 
labour-intensive, low-value-added manu- 
facturing has decamped to China. Yet the 
island's economic planners have still to 
forge a convincing strategy for managing 
its industrial transformation. 

One bright spot has been the double- 
digit growth achieved by local semicon- 
ductor firms and consumer-electronics pro- 
ducers. But analysts point out that stable 
growth for the economy as a whole re- 
quires new investment in a broader range 
of industries. So far, investment either has 
been delayed or is going offshore. Despite 
planned new construction worth billions of 
U.S. dollars at the Hsinchu Science Park, 
where Taiwan’s computer and telecoms 
companies are concentrated, overall manu- 
facturing investment is declining as a share 
of private domestic investment. 

“Taiwan has to move not just to higher 
technology but to more value-added pro- 
duction,” says Stan Shih, founder and 
president of Acer, a computer maker. 
“We're still in transition to higher value- 
added products and people still lack confi- 
dence." True, Shih notes, in the computer 
industry, where Acer is Taiwan's largest 
manufacturer, rapid expansion is under 
way. But, the problem is "how the govern- 
ment can provide more help and incentives 






to upgrade for the traditional industries 
like textiles and petrochemicals." 

Although Taiwan's economic growth 
looks respectable compared with its major 
trading partners — the United States and 
Japan — its performance lags behind most 
other countries in the region. Real GNP 
growth slipped to 5.9% in 1993 from 6.1% 
in 1992. 

Most worrisome for many analysts is 
Taiwan's trade picture. Trade surpluses 
have given the island a sense of economic 
security over two decades, but export per- 
formance is weakening and the surplus 
shrinking. Export growth slowed to 4.3% 
last year after several years of double-digit 
expansion, while domestic demand for for- 
eign consumer goods is rising faster than 
exports. As a result, the trade surplus fell 
to US$7.8 billion in 1993, down from a 1987 


fers proper assistance to industry and the 
banks offer enough capital, companies will 
invest more," he said at the time. 

Businessmen and economists say the 
economic impact of this industrial transi- 
tion, which began in the late 1980s, would 
be much worse except for two factors that 
have buoyed growth: heavy government 
spending on public construction and trade 
with China. 

The centrepiece of public spending has 
been a national development plan origi- 
nally slated in 1990 to cost US$300 billion. 
The government admitted last year that the 
programme, with some 780 projects, was 
too ambitious; it cancelled some proposals 
and postponed others. 

Even so, to pay for the surviving 
projects, the central bank plans to issue 
NT$304 billion (US$11 billion) in bonds 
during the year starting on July 1. That's 
double the issuance of the current fiscal 
year. 

Indeed, public debt has soared. It's pro- 
jected to reach 35% of GNP next year, up 
from only 4% in 1989. "It's shocking that 
we've created such a huge debt in the brief 
space of a few years," says Yu Tzong- 
hsiang, president of the 


i : Chunghwa Institute of Eco- 
China to the Rescue = nomic Research, a govern- 
3 ment-funded think tank. 
3 a 

Taiwan's trade trends è “Not even Japan has piled up 

US$ million 3 debts so quickly.” 
20,000 E Tota! foreign trade surplus t Exports to China, mean- 
. |Trade surplus with while, have increased an av- 
Hong Kong-China erage of 20% a month for the 
15,000 past three years, with a heavy 


10,000 


* Estimate 


peak of US$18 billion. And it's expected 
to continue slipping (see chart). 

"We won't see any big improvements 
in export performance until some of the 
major new projects come on stream, such 
as Formosa Plastics’ naphtha cracker and 
United Microelectronics’ expansion 
project,” predicts Geoffrey Liang of 
Nomura Securities in Taipei. Yet these 
projects aren't likely to be completed for 
several years. 

Central Bank Governor Liang Guo-shu 
warns against being too pessimistic. After 
he assumed the central-bank post in June, 
Liang commented that the shrinking trade 
surplus is a symptom of Taiwan’s transi- 
tion from labour-intensive to higher- 
technology industries, and can be eased by 
appropriate policies. “If the government of- 
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surplus in Taiwan's favour. 
China now is probably Tai- 
wan's No. 2 export partner 
after the U.S., and continues 
to be its fastest-growing mar- 
ket. Much of the trade is with 
the 12,000 or so Taiwanese 
companies that operate in the 
mainland. 

Some believe stronger 
commercial ties would make 
Taipei vulnerable to political 
pressure from Beijing; others, just the op- 
posite. “For the sake of Taiwan's security, 
commercial interdependence is a good 
thing,” says Kuo Wen-jeng, a Taiwanese 
economist at the Japan Development Bank. 
“When the two economies get more closely 
connected, no one party can dictate the 
terms of their relationship.” 

“We already depend on China,” agrees 
Yu of the Chunghwa Institute. “Without 
the big trade surpluses from the mainland 
in the past three years, we would have had 
loverall] trade deficits.” 

That, however, raises another problem. 
Some analysts expect cross-strait trade to 
level off this year as China’s investment 
fever and economic growth cool. In the 
short term, at least, that could add to Tai- 
wan's own economic problems. a 
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BUSINESS BRIEFING 





VIETNAM 

Import Tariffs Rise 

Hanoi will increase taxes on 
several imports on July 1. The 
levy on imported cars will 
rise to 200% from 150% in an 
effort to protect foreign 
investors assembling vehicles 
in the country. Duties on 
motorbikes will rise to 50% 
from 40%, while higher taxes 
will also be imposed on tyres, 
alcoholic beverages, tobacco, 
footwear, clothing and 
processed foods. 

Mitsubishi Strikes Oil 
Japan's Mitsubishi Oil 
announced a major oil 
discovery off southern 
Vietnam. A spokesman said 
drilling northeast of the 

Bach Ho (White Tiger) field 
had produced a flow of 
10,346 barrels a day of light 
crude. 


PHILIPPINES 
PAL Strike Ends 
Ground employees of 
Philippine Airlines (PAL) on 
June 17 ended a 14-hour strike 
after President Fidel Ramos 
said he would mediate the 
dispute himself. Management 
and the labour union then 
signed a three-year agreement 
covering employee benefits. 


INDIA 
Privatisation Stalled 


New Delhi Lieut. Gov. P. K. 
Dave said the government's 
move to privatise the 
electricity-distribution system 
in the capital was in 
"stalemate" after being 
submitted to the Ministry of 
Power for evaluation. Several 
private groups have bid to 
take over the network. 


Power Loan 

The International Finance 
Corp. will provide US$118 
million in loans and equity for 
one of the first private-sector 
power projects in the country 
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Vietnamese will have to pay more for imports like these. 


— à US$300 million gas and 
naphtha plant in Andhra 
Pradesh state. 


HONG KONG 
Motorola Goes Wireless 


Motorola said it is investing 
US$40 million to build and 
run a wireless computing 
network in Hong Kong, the 
first such venture by the U.S. 
firm. The network will enable 
mobile messaging and 
information services between 
personal computers. Trials are 
due to begin by the end of 
1994. 


TAIWAN 
New Trial Ordered 


The country's highest court 
ordered a new trial for 
business tycoon Oung Da- 
ming. Oung was convicted 
and sentenced to two-and-a- 
half years in prison in 1992 for 
selling 5 million shares at 
below-market value to a 
cabinet minister's family. 





THAILAND 
Faster Finance Reform 


Bangkok plans to speed up its 
programme to liberalise the 
financial sector, Bank of 
Thailand Governor Vijit 
Supinit said. He said that five 
of the 20 foreign banks 
currently operating under the 


Bangkok International Banking 


Facility could receive full 
branch licences next year. 


JAPAN 
Banks Back Viacom 


Nine Japanese banks said they 
will provide US$2 billion in 
loans for Viacom's USSIO 
billion buyout of Paramount 
Communications. The deal 
marks the first major 
Japanese financing of an 
American corporate merger 
since 1989. 





of textiles, : a 
1992 Veg ise 
billion 1980 1992 
Germany 13.9 114 119 
Hong Kong* 11.0 - - 
Italy 102 76 87 
China 86 46 73 
S. Korea 82 40 70 
Taiwan 76 | 32 | 65 
Japan 73. $3. ! 61 
ehe) 65 05 55 
France 63 62 54 
U.S. 59 68 50 
Pakistan 36 | 16 | 31 
* Re-exports = 8.8 Source: GATT 
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Toyota Parts 


Toyota said it would not 
expand original plans to 
increase purchases from U.S. 
suppliers by 40% over the next 
three years. Toyota's 
international purchasing 
manager, Koichiro Noguchi, 
cited American suppliers’ 
missed deadlines and low- 
quality production as obstacles 
to increasing purchases. 


First-Quarter Growth 

The economy grew 1% in real 
terms in the first quarter, or at 
an annualised rate of 3.9%, the 
government said. The growth 
figures were the best since the 
first quarter of 1991. 
Government sources said the 
recession is “past the worst.” 
Private analysts warn, 
however, that a rising yen 
might still obstruct recovery. 


CHINA 
Zhuhai Factory Collapses 


A fire-damaged textile factory 
in Zhuhai collapsed, killing 

at least 52 workers and 
injuring scores more. It was 
the second disaster at a 
foreign joint-venture company 
in southern China within two 
weeks. 


This Bud's for You 


Anheuser-Busch said it will 
acquire an 80% stake in 
Zhongde Brewery, a Chinese- 
German joint venture. The 
deal is the American brewing 
giant's first majority stake in a 
foreign brewery; it purchased 
a 5% share of Tsingtao 
Brewery last year. 


MALAYSIA 
Khalid Leaves PNB 


Datuk Abdul Khalid Ibrahim, 
the top official of Permodalan 
Nasional Berhad (PNB), the 
government's giant investment 
company, is leaving his post to 
head Kumpulan Guthrie — 
one of Malaysia's biggest 
plantation companies. 
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HONG KONG 
Family Affair 


ong Kong's "Chiu Chow" bank, Liu 
Chong Hing Bank, is counting on its 
traditional clientele to take up its initial 
public offering (IPO) on June 28 and sup- 
port the new listing on the Hong Kong 
bourse on July 11. The mid-sized bank may 
well need that support, given the poor 
Climate for IPOs and the fact that banking 
shares are trading at a discount to the mar- 
-ket as investors flee the sector in fear of 
narrowing interest-rate margins. 
The Chiu Chow connection, referring to 
a dialect spoken in parts of Guangdong 
province, is also germane on fundamental 


.. grounds. The bank's exceedingly healthy 


risk-reserve ratio of 23.8% and 
steady annual net profit growth of 
28.5% in the 1990s exemplifies the 
keen personal-banking relationships 
the Liu family maintains with its 
customers. As one local banking 
analyst says: "The bank is consid- 
ered too Chiu Chow. But Chiu 
Chow businessmen are doing quite 
well these days." 

Indeed, the mainly small-to-me- 
dium-sized businesses that comprise 
the bulk of the bank's clientele have 
profited immensely from the run-up 


. Kong over the last few years. Yet as 

both markets have experienced double- 
digit falls in 1994 after record bull runs, 
this is the other side of the coin Shroff 
would examine before piling into the IPO. 

Property- or share-related lending ac- 
count for over 70% of the bank’s total loan 
portfolio, compared with an average 56% 
for banks in Hong Kong. Just over half of 
the bank’s loan portfolio is property- 
related, compared with 39% for all Hong 
Kong banks. But are these businesses a 
source of future earnings growth? After all, 
property prices are falling and 80% of the 
bank’s margin lending is to local Hong 
Kong Chinese stockbrokers, some of the 
most inveterate gamblers in Asia. 

The bank's executive director, Nam Lee 
Yick, says yes on both counts. He admits 
that the slumping local bourse “will affect 
our business.” (The Hang Seng index is off 
27% so far this year from its high of 12,200 
points in January; turnover is anaemic.) Yet 
the bank’s brokerage customers “are still 
borrowing 20-25% of their share portfolio,” 
he says, even though the bank’s harsh 
credit guidelines exclude 60% of Hong 
= Kong-listed stocks from margin lending. 
“We earn prime plus 1.5% and custodian 


| 60 


SHROFF 


fees" on fully collateralised margin loans, 
he notes gleefully. 

As for its property portfolio, Nam says 
that “almost all our residential mortgages 
are owner-occupied” units, boasting 
maturities of only around seven years and 
loan-to-value ratios of 50%. Defaults on 
these types of mortgages are non-existent 
in the colony. “We also don't lend HK$100 
million" (US$13 million) apiece to the large 
developers, says Nam. "We lend in the 
range of HK$30 million to our established 
customers," who he says are building 
mostly for their own use or for smaller 
property development. 

The result, says the prospectus, is that 
‘over the last five years the bank has not 
had to make any net-specific provisions 
against bad or doubtful debt." The bank's 
loan portfolio seems safe, then, but Shroff 


Bank on It" 





would consider the direction of local prop- 
erty and stock prices before taking a punt 
on future earnings growth. With the sup- 
port, however, of Chiu Chow stockbrokers 
and reasonable pricing (HK$10 per share, 
or 10 times prospective 1994 earnings), Liu 
Chong Hing Bank may be a rare stagging 
opportunity in the dull days of summer. 
@ Ed Paisley 


TOKYO 


Off the Rails 


ts annual meeting time again in Japan. 

At precisely 10 a.m. on June 29, over 90% 
of the 1,300 or so companies that closed 
their books on March 31 will offer share- 
holders their one big chance to query man- 
agement. The annual meeting of East Ja- 
pan Railways Corp. — its first as a listed 
company — may be more interesting than 
most. 

Those of JR East's 1.2 million stockhold- 
ers who care to attend will have plenty to 
ask questions about. 

For that, they can thank the first of a 
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four-part series of articles published by 
Shuken Bunshun , a respected weekly maga- 
zine. In its initial instalment, published on 
June 16, the magazine accuses JR East man- 
agers of various dubious practices aimed 
at forestalling labour unrest. These, the ar- 
tide claimed, included payment of little- 
publicised bonuses and perks to union 
members; rehiring of sacked union mili- 
tants; collusion between union leader Akira 
Matsuzaki, company Chairman Shoji 
Sumita and Shin Kanemaru, the fallen god- 
father of the Liberal Democratic Party; and, 
finally, setting aside “billions of yen” to 
pay off corporate racketeers who might 
blow the whistle. Such payments, if made, 
would be illegal. 

Considering that Japan's rail unions 
used to strike annually for fare increases, 
some action by JR East to secure labour 
peace would seem justified. Since it 
came into existence in the rail priva- 
tisation of 1987, it has suffered nei- 
ther strikes nor fare rises. 

The company's response to the 
magazine article, however, has been 
almost as eye-opening as the allega- 
tions themselves. 

On the day the article was to 
appear, JR East told Shukan Bun- 
shun's publisher, Bungei Shunju, 
that two JR East subsidiaries that 
run thousands of station kiosks in 
and around Tokyo wouldn't sell the 
offending issue. (The kiosks account 
for about 110,000 of the 900,000 cop- 
ies sold weekly.) JR East also said it 
wouldn't display advertisements for the 
magazines on its trains. And when Bungei 
Shunju sought a court order to lift the sales 
ban, JR East replied with one of its own, 
seeking withdrawal of the issue and can- 
cellation of the next three articles. 

Amidst the skirmishing, two things are 
notable. Sales of the Shukan Bunshun 
soared, and JR East hasn't countered the 
allegations in any detail. (It did hold a 
news conference to accuse Bungei Shunju 
of damaging its honour and disrupting 
preparations for its shareholders' meeting.) 

Shroff believes that whatever the truth 
of Shukan Bunshun’s allegations, they do at 
least demand an answer. Many of JR East's 
stockholders are individuals who bought 
shares in the company, floated last Octo- 
ber, because it seemed free of the kind of 
financial shenanigans that were rampant 
in the 1980s. What's more, JR East ought to 
be at the vanguard of greater corporate 
openness, something that the Japanese 
Government — still its largest shareholder 
— claims to support. The company's first 
annual meeting would be a good place to 
start. a Jonathan Friedland 


u 
EI 
x 
Dm 
£3 
e 
$ 
Ei 
© 
$ 
- 
pe 
$ 
G? 


JUNE 30, 1994 





ASSIFIED ADVERTISEMENTS 

















Interested in Doing 
Business in Nigeria? 


We specialise in business 
sourcing, company incorpora- 
tion, marketing, visas, and gen- 
eral consultancy services. 
Contact: Brimado Associates 
“Limited, Southbank House, 
Black Prince Road, Albert Em- 
-bankment, London SET 7SJ 
‘England 

Tel/Fax: +44 71 582 7666 
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/ OFFSHORE 
COMPANIES 


Full Nominee Management, Accounting 
and Admin services available at 
reasonable cost with no hidden extras. 

bu in fae available. 


x 
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AS $5 
BA V ISLANDS $500 
DELAWARE $298 
dfe £250 
NG KONG 


$350 

ISLE OF MAN £250 
EIRA $2250 
MAURITIUS go 


500 
S. IRELAND £225 
W, SAMOA $500 


Other jurisdictions and offshore trusts available 
St. 


on reques 
. ALL CREDIT CARDS ACCEPTED 
- For immediate service and free 60-page 
full colour brochure Contact 
- COLIN FORSTER dokn AA 
| Company Registration Agents 


a House, Ramsey, 
isle of Man, M99 4AN 
Tei+44 624. gigas Fax +44 624 815548 
PETER SIDNEY Esq 
72 New Bond Street, London W1Y 90D 
Tel: «44 71 355 1096. Fax: 444 71 495 3017 


euses, 


DIANA BEAN 
24 Raffles Place, I "vis Centre 


Singapore Ü 
Tel: «65 535 3382 el y^ 535 3991 
WADMAN, Solicitor 
2402 Bank ol America Tower, 
12 Harcourt Road, Central, Hong Kong, 
Tel: 4852 5220172 Fax: «852 521 1190 
KEVIN MIRECKI Attorney at Law 
3501 Jamboree Road, Suite 2100, 
* Newport Beach, CA 92660, U.S.A. 
To 41714 854 2344. Fax: +1 714 854 6967 
SUZANNE GUJADHUR, Barrister 
Les Cascades Building, 5th Floor, 
Edith Cavell Street, Port Louis, Rep. of Mauritius 
Te 4230 212 9800. Fax: «230 212 9833 
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For 
QUALITY 
response... 
advertise 
in this 
section 
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Appointments i... 


The Secretary General invites applications from Nationals of ASEAN 


Member Countries for the following position: 


Pas Sie 


the interests of ASEAN. 


2. The successful can j fe 
as well as experigg "a 


Qualifications: 


Terms and conditions -N 


5S 


The successful candidi date 





of Indonesian tax for non- -Indimesi 


effects and annual leave. 













Cost: 

US$84 per column centimeter 

Column Width: 

1 column 4imm 

2 columns 88mm 

3 columns 133mm 

4 columns 183mm 

Column Depth: 

Minimum 30 mm, maximum 230 mm 
Standard Units: 

1/4(v) page (230x41 mm)  US$$1932 
1/4 (h) page —(120x88 mm) US$2016 
1/2 (v) page (230 x 88mm)  US$3864 
1/2 (h) page (120x183mm)  US$4032 
Full page (230x 183mm)  US$7728 





allowance, housing, gratuity, child edve 


will be initially offered a term of 
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ASSISTANT DIRECTOR EXTERNAL RELATIONS 


1. The Assistant Director External Relations is expected to work as a team 
member of the General Affairs Bureau whose objectives are to support the 
the ASEAN Secretariat in promoting 



























Please write to The Secretary-General of ASEAN, ASEAN Secretariat, P.0. Box 1130/JKS, 
Jakarta 12011, Indonesia enclosing detailed CV and names of two referees. Applications 
should be received by the ASEAN Secretariat no later than July 15, 1994. 


ASEAN Secretariat 


Special Offer - Bonus Ads 


When two insertions are booked, the third 
insertion is absolutely FREE. To qualify, copy 
and size of the ad must be the same and the 
ads must run on consecutive weeks. 


For more information, please 
contact the: 


Classified Advertisement Manager, 


Far Eastern Economic Review, 
25/F, Citicorp Centre, 

18 Whitfield Road, 

Hong Kong. 

Tel: 5084473, Fax: 5031537 


\ jars working 
| pnoy in spoken 


| ( 5 (three) years, 
renewable, subject to sath factory performance. Basic'Salary is US$3,535 (free 
f (efits include cost of living 


| “installation, shipment of personal 
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By John Berthelsen 


n July 8, Chinese-American astro- 

naut Leroy Chiao will blast off from 

Cape Canaveral, Florida aboard the 
space shuttle Columbia. With him, he will 
carry two mementos — a rose carved from 
granite taken from the site of Hong Kong's 
future airport and a small flag from China. 
What he will not hold is anything from 
Taiwan; officials from the United States 
National Aeronautics and Space Adminis- 
tration (Nasa) vetoed that request. 

That is too bad. Says Chiao of his role 
as the first Chinese-American astronaut: “1 
wanted to fly things from countries that 
represent the Chinese. I was trying to carry 
something from Taiwan, but 1 was unfor- 
tunately told by headquarters that since we 
don't have diplomatic relations with Tai- 
wan, I wouldn't be allowed to do it." 

In several ways, Chiao, 33, represents 
the quintessential C hinese-American suc- 
cess story. His parents left mainland China 
during World War Il, met in Taiwan as 
students and immigrated to the U.S. in the 
1950s. Chiao has excelled by combining 
academic brilliance with strong motivation 
and pressure from his family and peers. 
“My parents had strong science back- 
grounds, with Asian roots of hard work," 
he says of his history. "Both stressed that 
we do well in school." 

Chiao zipped through high school with 
top marks, before moving on to the Uni- 
versity of California, Berkeley, one of the 
nation's top public universities. Although 
Asian-Americans make up only 9% of Cali- 
fornia’s population, they account for 27% 
of Berkeley's student body. Alarmed uni- 
versity officials contemplated a quota 
policy a few years ago to make sure Asians 
weren't more over-represented in the Uni- 
versity-of-California system. 

Chiao graduated as a chemical engineer 
from Berkeley in 1983 and received his doc- 
torate from the University of California, 
Santa Barbara in 1987. It was a degree that 
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Leroy Chiao 
United States 





Flying High 





First Chinese-American astronaut is set to blast off into 
space next month 


had earlier been denied to his mother, who 
arrived in the U.S. as a qualified chemical 
engineer, but was prohibited from enter- 
ing the University of Rhode Island's chem- 
istry programme because, says Chiao, the 
department chairman at the time "didn't 
want women in the department." 

After finishing his graduate studies, 
Chiao took up work with the Hexcel Corp. 
of Dublin, California, where he researched 
how to make better aerospace composites. 
Recognition of his talents followed, includ- 
ing invitations to lecture at the Beijing In- 
stitute of Aeronautical Materials and at the 
Changsha Institute of Technology in China. 
Well on his way to a successful career in 
aerospace chemistry, Chiao joined the pres- 
tigious government-run Lawrence Liver- 
more National Laboratory in 1989. 


É | wanted to fly 
things from countries 
that represented the 

Chinese g 


But even as he excelled at work, Chiao 
continued to harbour a desire to enter the 
U.S. space programme, an ambition he first 
experienced when he was seven or eight. 

"Being an astronaut was the kind of thing 
kids dreamed about," he concedes today. 
But “I followed the news closely about the 
Gemini and Apollo space programmes 
[and] they stayed with me." 

In 1987, shortly after joining Hexcel, 
Chiao applied to Nasa to become an astro- 
naut — along with 2,500 other aspirants. 
When the selection was finally made in 
1990, he was among the 23 successful can- 
didates named. 

A bachelor who enjoys flying, basket- 
ball, football and skiing, Chiao has now 
spent nearly four years training for his mis- 
sion. His opportunity will come next 
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month, when the shuttle’s three engines 
and two solid rocket boosters blast the 
spacecratt into an orbit between 185 and 
400 kilometres above the earth, at a speed 
of nearly 30,000 kilometres an hour. 
Chiao’s position on board the space 
shuttle will be as mission specialist in the 
International Microgravity Laboratory, a 
pressurised module in the cargo bay that 
will carry 80 different experiments from 
115 different countries. Among the more 
esoteric studies is one involving Japanese 
goldfish and red-bellied newts, which will 
attempt to see how living things with or 
without inner ears orient themselves in 
space. Japan’s first woman astronaut, 
Chiaki Mukai, 42, will also be aboard. 


Ithough the U.S. space programme 
has existed, in one form or another, 
since World War II, Chiao was the 
first Chinese-American selected as a space 
scientist — an oddity since Chinese-Ameri- 
cans are so strongly represented in the sci- 
ences in the U.S. They are also strongly rep- 
resented in the science and mathematics 
fields within Nasa, observes Chiao. 

Is there a so-called "glass ceiling," then, 
that keeps qualified Asian-Americans 
from reaching the top in the U.S. space 
programme? Chiao says he doesn't think 
so, but adds he doesn't know why more 
don't apply to be astronauts. "I have 
thought about it a great deal," he says, 
noting he takes his position as a role 
model for Chinese youth seriously, even 
lecturing frequently to Asian-American 
groups to interest them in the space pro- 
gramme. 

As for Chiao's efforts to carry a souve- 
nir from Taiwan on board Columbia, he 
might consider another, rather ironic 
choice: an American flag. At a recent visit 
by President Bill Clinton to an air force 
base in California, the president's support- 
ers passed out thousands of small plastic 
flags. Each had "Made in Taiwan" plainly 
stamped on it. Li 
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COMMUNICATIONS HIGHWAY 


Info highway hits the roads in Taiwan 
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Someday, an “infor- a network of TV cam- 





mation superhighway” eras and fibre-optic 


will merge computers communications links — 
and optical fibres to constantly monitors 
stream images and traffic and feeds the 


data into our homes information to the 


and offices. Today, central office. With 
similar technology is the help of four main- 
already hard at work on frames, controllers can 
Taiwan's crowded road- quickly unsnarl traffic 
ways. An NEC Central jams. C&C technology 
Monitoring and Control — paving the way to 


System — comprising a better future. 





Can vou provide the Mankind needs energy to fuel the processes that create 
8) | 


energy the world needs light, heat, shelter, transport and manufacturing - the basis 


today and preserve of our modern civilization. Yet as the world's population 


the earth for the grows, so does the demand for an improved quality of 


generations to come? life. Energy consumption increases daily, and with it the 


Yes. you can. 


threat to clean air, pure water and fertile soil. These resources are not 
inexhaustible. But it is not too late. Man's ingenuity can solve the problems 
he has created. 

As a leader in electrical engineering for industry and transportation, and in 
the generation, transmission and distribution of power, ABB is committed 
to industrial and ecological efficiency worldwide. We transfer this know- 
ledge across borders with:ease. But in each country ABB local operations 
are decentralized and flexible. That means we are close at hand to help 
our customers respond swiftly and surely to technological challenges which 
stretch the limits of the possible. Like balancing man's needs against the 


natural resources of our planet. 
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